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TUESDAY, FEBRUARY 5, 1952 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON ADMINISTRATION OF 
THe INTERNAL Revenue Laws or THE 
CoMMITTEE ON Ways AND MEANS, 
San Francisco, Calif. 

The subcommittee met, pursuant to notice, at 10 a. m., in room 276, 
Main Post Oflice Building, San Francisco, Calif., Hon. Cecil R. King 
(chairman of the subcommittee) presiding. 

Present: Representatives King, Keogh, Kean, Curtis, and Byrnes. 

Present also: Adrian W. DeWind, chief counsel; Bruno Schach- 
ner, special counsel; Donald Schapiro, assistant counsel. 

Chairman Krxe. The proceedings of the committee today will 
deal with the office of the collector of internal revenue, The first 
witness will be Mr. William Frank. 

Mr. Frank, will you come forward, please. Will you raise your 
right hand and be sworn. Do you solemnly swear that the testi- 
mony you are about to give will be the truth, the whole truth, and 
nething but the truth, so help you God ? 

Mr. Frank. I do. 


TESTIMONY OF WILLIAM E. FRANK, SPECIAL AGENT IN CHARGE, 
SEATTLE DISTRICT, INTELLIGENCE DIVISION, BUREAU OF 
INTERNAL REVENUE 


Chairman Kine. Identify yourself for the record, Mr. Frank. 

Mr. Franx. My name is William E. Frank. I am special agent 
in charge, Seattle district, Intelligence Division, Bureau of Internal 
Revenue. 

Chairman Krnc. Proceed, Mr. Counsel. 

Mr. DeWrnp. Mr. Frank, at the present time are you assigned to 
duty in San Francisco? 

Mr. Frank. I am. 

Mr. DeWrnp. What is your assignment here ? 

Mr. Franx. I am in charge of the special squad of special agents 
who were directed to investigate personnel in the collector’s office. 

Mr. DeWinp. How long have you had that assignment, Mr. Frank? 

Mr. Franx. I will have to explain that. I was first assigned here 
with the special squad on October 2, 1951. The first assignment was 
to serve under the general supervision of Special Agent in Charge 
Charles E. Davies of the San Francisco district. 

On November 8, I received a letter from the Commissioner of In- 
ternal Revenue, designating me in charge of the squad, not under 
Mr. Davies’ supervision. 


1929 








1930 INTERNAL REVENUE INVESTIGATION 


Mr. DeWrnp. Mr. Frank, did this assignment that you are now 
on begin here shortly after the collector of internal revenue and other 
emplovees ot his oflice were suspended here ? 

Mr. Frank. Yes, sir. It began the day after the suspension. 

Mr. DeWinp. Could you please tell the committee just what the 
nature of the assignment was that you were sent here to cover, and 
what vou have undertaken ? 

Mr. Frank. On September 27, Collector Smyth and various other 
officials of the colleector’s office were suspended. On September 28, 
the Chief of the Intelligence Division telephoned me in Seattle and 
directed me to proceed to San Francisco. 

On October 4, we received six case jackets, as we designate them, 
merely authority to investigate certain individuals. On the basis of 
the authority contained in those six case jackets, we proceeded to in- 
vestigate them. 

Mr. DeWinp. What were those six case jackets? 

Mr. Frank. I have them with me. 

Mr. DeWinv. What employees were covered by those cases / 

Mr. Frank. Collector James G. Smyth, Chief Office Deputy Paul V. 
Doyle, Chief Field Deputy John G. Boland, Assistant Head of the 
Income Tax Division John Malone, Chief of the Wage and Excise 
Tax Division Martin Tierney, and Assistant Chief of the Wage and 
Excise Tax Division Ignacious Beresford. 

Mr. DeWinp. When you refer to a jacket, a jacket is simply a direc- 
tion to investigate, is that it? 

Mr. Frank. Yes. 

Mr. DeWinp. The starting of a file? 

Mr. Fran. Yes, sir. 

Mr. DeWtnpv. Were these six cases that you have referred to the 
only cases that were assigned to you to be covered in your investi- 
gation ? 

Mr. Frank. No, sir. Since that time we have received a number 
of other jackets and a large number of special assignments. 

Mr. DeWrnp. Can you in general describe the scope of your investi- 
gation, your general jurisdiction to investigate here ? 

Mr. Frank. We investigated the income-tax liabilities and person- 
nel activities of the ones I previously have named. We investigated 
charges or allegations that had been made in a letter that had been 
addressed to Senator Tobey of the United States Senate Committee 
Investigating Crime in Interstate Commerce. We investigated an 
anonymous communication addressed to Assistant United States At- 
torney Robert McMillan of the United States attorney’s office of 
this district. We investigated certain matters that were referred to 
us by the United States grand jury that was investigating the Bureau 
of Internal Revenue. We investigated a number of complaints that 
we received directly from informants, complainants in the district 
here. 

Mr. DeWinp. Is it correct to say, then, that you have been in 
charge of investigating any charges that might be brought against 
personnel of the office of the collector of internal revenue that seemed 
to you to require investigation ? 

Mr. Frank. Yes, sir, since November 8, 1951. 
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Mr. DeWrnp. When you came to San Francisco for this assign- 
ment, Mr. Frank, did you bring with you special agents to form your 
staff or did you draw on agents s here? 

Mr. Frank. I brought three special agents from my Seattle di- 
vision. and on orders from the Chief of the Intelligence Division 
in Washington, there were three special agents from the Denver di- 
vision here when I arrived. 

Mr. DeWinp. Those six agents constituted your staff at the outset? 

Mr. Frank. My staff of special agents. There also were seven 
internal revenue agents assigned here who were here when I arrived. 

Mr. DeWInp. Were these internal revenue agents regularly as- 
signed to San Francisco, or were the Vv brought in from other areas? 

Mr. Franx. No, they were local agents. 

Mr. DeWrnp. But all of the special agents were brought in from 
other cities? 

Mr. Frank. Yes, sir. 

Mr. DeWrnp. Has that staff been enlarged or have you continued 
with a staff of six special agents? 

Mr. Frank. We have continued with that staff. 

Mr. DeWinp. None of the special agents that have worked on your 
investigation have been San Francisco agents? 

Mr. Frank. Well, some of the investigations that we associated 
with while we have been here were personnel investigations that had 
been started prior to our arrival and the special agents of the San 
Francisco district who had started them conferred with us on investi- 
gations. 

For example, Special Agent Clarence Krause of the San Francisco 
Division was working on a matter that we later took under investi- 
gation, and we conferred with him. Special Agent Carlson of the 
San Francisco division worked on the investigation or had been 
working on an investigation of a matter which we were concerned 
with and we conferred with him during the course of the investi- 
gation. 

Mr. DeWrnp. What facilities have been made available to you here 
to conduct this investigation ? 

Mr. Frank. Office space, stenographic help, filing facilities, files, 
anything that we asked for. 

Mr. DeWrnp. In other words, you have had available to you every- 
thing that you wanted here, or asked for, to make an investigation ? 

Mr. Frank. Yes, sir. 

Mr. DeWrnp. At the time you came to San Francisco, was the so- 
called Taylor grand jury in session ? 

Mr. Frank. Yes, sir. 

Mr. DeWinp. What relations did you establish, if any, with the 
Taylor grand jury, in their investigation ? 

Mr. Frank. I did not establish any relations with the grand jury 
until I was called to appear before it and testify. I believe the first 
time I was so called was on November 8, 1951. 

Mr. DeWrinp. When the grand jury called you, I suppose the gen- 
eral purpose of your being called was to give the jury such informa- 
tion as you could concerning the investigation that you had begun? 

Mr. Frank. Yes, sir. I might state that Assistant Commissioner 
Justin F. Winkle, of the Bureau of Internal Revenue, had appeared 
before this Taylor grand jury some time earlier in October—I do not 
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know the exact date—and had told the grand jury that the Bureau 
would cooperate with them in their efforts to investigate the collector’s 
office and the Bureau in San Francisco, in any way, and that this 
special squad of which I was in charge would cooperate with them 
and testify and help them in every way that they requested us to. 
When the grand jury called me on November 8, I believe it was from 
their point of view to obtain reports from us and testimony as to the 
investigations that we had been making and to see what we had been 
doing. 

Mr. DeWinp. At that time I believe the grand jury had had as wit- 
nesses before it the employees whose case jackets you were starting on. 

Mr. Frank. Yes, sir. I believe they had all of them before them. 
The Taylor grand jury, as I recall the date, started on May 23, I 
believe, of 1951, and I am quite sure they had before them as witnesses 
all the people that we later investigated. 

Mr. DeWinp. Mr. Frank, at the time you started, and received these 
six case jackets, had specific charges already been made as part. of 
those cases, or what was the situation with respect to the investigation 
of these cases when you got the jackets ? 

Mr. Frank. The six officials had been suspended. The suspension 
calls for charges. The charges appear on the face of the case jacket. 

Mr. DeWrnp. Can you say what the nature of the charges were 
against these six employees at that time? 

Mr. Frank. May I read them? 

Mr. DeWrnp. Whichever way you would like to do it; yes. 

Mr. Frank. The case jacket on Collector James G. Smyth called 
for investigation of activities, including alleged failure to properly 
perform duties of office. 

The case jacket on Chief Office Deputy Paul V. Doyle called for 
investigation concerning activities including alleged failure to prop- 
erly discharge duties in preventing or detecting irregular or improper 
activities of subordinate employees. 

The jacket on Chief Field Deputy John J. Boland called for in- 
vestigation of activities including alleged failure to exercise proper 
supervision over subordinate employees. 

The case jacket on John A. Malone, assistant head of the Income 
Tax Division, called for investigation concerning activities including 
atleged nonfeasance in permitting subordinates to process official 
documents in unauthorized and irregular manners. 

The case jacket on Martin J. Tierney called for investigation con- 
cerning activities including alleged failure to properly discharge 
duties in preventing or detecting irregular and improper activities of 
subordinate employees. 

The case jacket on Ignacius M. Beresford, the assistant head of the 
Wage and Excise Tax Division, called for investigation concerning 
activities, including alleged failure to properly discharge duties in pre- 
venting or detecting irregular and improper activities of subordinate 
employees. 

Mr. DeWrnp. As I understand from what you read there, all of 
these charges were general charges of failure to carry out the duties 
of the office ? ! ; 

Mr. Franx. Yes, sir. 

Mr. DeWinp. Is that the usual sort of case jacket you get in investi- 
gative cases, or are they generally specific charges of misconduct ? 
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Mr. Franx. In my experience I usually have been called to investi- 
gate specific allegations of wrongdoing of one kind or another. 

Mr. DeWrnp. So this investigation was different from most in that 
it related to general charges of mishandling of the duties of the office? 

Mr. Frank. Yes, sir. I wouldn’t say that I had never had previous 
assignments of that nature. I have investigated some general allega- 
gations in years past, but generally we get specific charges instead of 
a general allegation. 

Mr. DeWrnv. But the scope of your investigation was limited. 
You were to investigate all aspects of the conduct of these individuals? 

Mr. Frank. Yes, sir. 

Mr. DeWinp. At that time there was a case that had arisen out of 
charges made against Mr. Furtado, was there not ? 

Mr. Frank. Yes, sir. 

Mr. DeWrnv. Was that part of your investigation ¢ 

Mr. Frank. It had been jacketed and assigned, and was under 
investigation at the time we arrived. 

Mr. DeWrnp. Did you take over the investigation of that case, too? 

Mr. Frank. No, sir. It was practically—I wouldn’t say practically 
completed, but it was well into the stages of investigation, and I 
checked with the agent who had been working on it, and we let him 
proceed with the investigation. 

Mr. DeWrnp. Mr. Frank, could you describe for the committee in a 
general way the course that your investigation followed from its com- 
mencement in October, starting with these cases that you have just 
mentioned ¢ 

Mr. Frank. I will try to give you a general outline of the manner 
in which we proceeded, and if you wish to fill in any of the details as 
I go along I will be pleased to go into the detail, but I have a general 
outline of how we proceeded. 

During the period from October 2, 1951, to November 12, 1951, we 
generally worked directly on the six individuals who had been sus- 
pended. 

We particularly concentrated on the case against Martin J. Tierney, 
since he has veteran status, and the civil-service regulations require 
that on a suspended veteran some action has to be taken, either to take 
disciplinary action against him or to restore him to duty, before the 
expiration of 30 days. So we had a time limit on that case. That 
was the first case we completed, and as a result of that case I preferred 
charges of misconduct against him and recommended his dismissal. 

During the same time we were investigating that we worked on the 
other five cases, and in four of them we found what we believed to be 
specific evidences of misconduct; and in accordance with civil-service 
procedure, in three of those cases I preferred charges against those 
individuals, the individuals being Doyle, Boland, and Beresford. And 
having received and considered their answer to the charges, I recom- 
mended their dismissal. 

In the case of Collector Smyth, he not being a civil-service employee, 
I was not called to prefer charges against him, but I completed the 
preliminary investigation of him by November 14, and recommended 
his dismissal from the service. 

So during the period from October 2, 1951, to November 4, 1951, 
we were generally concerned with developing specific evidence on 
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these case jackets on which we could take administrative action against 
the individual concerned. 

In the ease of the sixth one that we had a case jacket on, Malone, 
we did not find sufficient evidence, in my opinion, to warrant the 
serving of charges against him, and we did not put in any report at 
that time. 

Also during that same period, as well as we could fit it in our work, 
we undertook investigation of the general charges that had been 
made against the collector’s office here—charges which we believed the 
Taylor grand jury was investigating. And if I may use the expres- 
sion, it has been common here to designate that as the allegations in 
the so-called Tobey letter. 

It was the letter that had been written to Senator Tobey at the 
time that the Kefauver committee held hearings here in San Francisco, 

That letter consisted of some 15 allegations, and during the period 
we were making this investigation we tried to run down those al- 
legations as best we could. ; 

Mr. DeWinp. This Tobey letter, Mr. Frank, that you are referring 
to, that is also known as the bill of particulars; is that correct ¢ 

Mr. Frank. Yes, sir. 

Mr. DeWrnv. Who prepared that letter to Senator Tobey ? 

Mr. Frank. Deputy Collector Thomas J. Doolan. 

Mr. DeW rnp. In the investigation of the matters set forth in the 
so-called bill of particulars, I assume that you interrogated Mr. 
Doolan; is that right? 

Mr. Frank. Yes, sir. 

Mr. Byrnes. Counsel, I wonder, if you are going into this letter and 
this bill of particulars, if it might not be advisable to put into the 
record at this point a copy of that letter, and also identify when it was 
sent, and so forth. 

Mr. DeWrnp. I had not intended to go into it in any detail at this 
point, Mr. Byrnes. 

Mr. Byrnes. Very well. 

Mr. DeWtnp. Now, in addition to the Tobey letter, the bill of 
particulars, you have referred to a letter that was sent to—— 

Mr. Frank. Assistant United States Attorney McMillan. 

Mr. DeW rnp. That is right. 

Mr. Frank. We also started investigation of the allegations in that 
letter during this period. 

Mr. DeWrnp. Did you have any other sources of charges or in- 
formation concerning misconduct of employees of the collector’s office? 

Mr. Frank. During that period we had various informants come 
to our office, and we received anonymous letters making allegations of 
misconduct against employees, and we investigated those letters. 

Shall [ proceed with how we—— 

Mr. DeWrnp. Yes, please. 

Mr. Frank. We by November 19 had put in final reports on two 
cases, the cases of Martin Tierney and Ignatius Beresford, and had 
recommended their dismissal. Two of the other cases, Doyle and 
Boland, we had put in preliminary reports, preferred charges in ac- 
cordance with civil-service rules, and recommended their dismissal. 

In the case of Collector Smyth, we had put ina preliminary report 
recommending his dismissal. The sixth case, against Malone, we did 
not put in any report, because we had not completed the investigation. 
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Beginning with November 8, I began appear ing before the Taylor 
grand j jury, giving them the result of the investigations and testifying, 
producing documents and other material before the grand jury, and 
investigating matters for the grand jury. While we were doing that, 
we were also investigating these other matters. On December 11 the 
Taylor grand jury returned certain indictments. 

Mr. DeWiyp. Could you briefly state what indictments the Taylor 
grand jury returned at that time? 

Mr. Frank. They indicted Doyle and an attorney named Cosgrove, 
three specific indictments connected with three separate and distinct 
estate tax cases. The substance of the charge of the indictment was 
that Doyle and Cosgrove conspired to defraud the Government of 
delinquent penalties due on the State tax returns. The grand jury 
also returned a general conspiracy indictment against Smyth, Doyle, 
and Boland, charging conspiracy to impede the due processes of ‘the 
United States in substance. 

Mr. DeW inp. Were those indictments in line with the charges that 
you had made against these individuals ? 

Mr. Frank. They were based upon the matters that we had testified 
to before the grand jury, and I believe other people had testified to 
before the gr and j jury. 

Mr. DeW inv. During this period that you were conducting the in- 
vestigation, was the Taylor grand jury continuing to call witnesses? 
Mr. Frank. Yes, sir. 

Mr. DeWinpv. And you made a number of appearances before the 
‘and jury then during the period ¢ 

Mr. Frank. Yes, sir. 

Mr. DeWixp. What was the purpose of those appearances? Were 
you making a re port to the grand jury or were you being questioned 
on specific matters ¢ 

Mr. Frank. My appearance there was at the direction of the Com- 
missioner of Internal Revenue to submit reports and to testify and 
to give the grand jury any information that they wanted to have 
from us. 

Mr. DeWrnp. In other words, you were keeping the grand jury 
thoroughly informed on the progress of your investigation ¢ 

Mr. Frank. Yes, sir, as best I was able to. 

Mr. DeWinp. May | ask, did the grand jury request you to make 
certain investigations ¢ 

Mr. Frank. Yes, sir. 

Mr. DeWrinp. To vet information for them ? 

Mr. Frank. Yes, sir, they did. Then that brought me up to De- 
cember 11, when the indictments were returned, and when we began 
another proceeding which I have not mentioned. During the course 
of our previous investigation in October and November, we had en- 
countered some reluctant witnesses who would not testify to us. I 
wrote to Washington to obtain authority to have these matters re- 
ferred to the grand jury. 

On November 2. I wrote to my chief in Washington. requesting au- 
thority to have the United States attorney take these reluctant wit- 
nesses before the grand jury to see if they ‘could obtain the testimony 
from them that we had been unable to. That authority was received 
by me on November 28, 1951. 
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Thereafter, we took the matter up with the United States attorney 
and we have had several witnesses before the grand jury in that cate- 
gory, one of whom has been cited for contempt by Judge Carter— 
that is, cited for contempt by the grand jury, adjudged guilty by 
Judge Carter, and fined $500, and we are still taking him before a 
subsequent grand jury. 

We have another witness now in a similar matter before current 
grand jury. 

Mr. DeW inp. Who was the witness who was cited for contempt, 
Mr. Frank? 

Mr. Frank. John J. Donnelly, I believe his name is. 

Mr. DeWinp. Was Mr. Donnelly an employee of the Bureau of In- 
ternal Revenue? 

Mr. Frank. No, sir; he was not. 

Mr. DeWrinv. What was his occupation ? 

Mr. Frank. He was an accountant. 

Mr. Byrnes. Were any of these reluctant witnesses employees of 
the Bureau? 

Mr. Frank. No, sir. 

Also, after the Taylor grand jury had ended, and we had started 
these other proceedings, at the request of the Department of Justice, 
we rendered assistance to them in a case involving a Russell W. Duke, 
who we have previously—that is, the Intelligence Division had pre- 
viously investigated and they requested our cooperation. I was per- 
sonally familiar with some phases of that case, so I assisted the spe- 
cial assistant to the Attorney General and made some investigations 
in connection with that matter for him. The matters involved alle- 
gations of fixing, involving personnel which I believe was within the 
scope of our assignment here, and we assisted in that matter also. 

And recently I received authority to assist Special Prosecutor 
Bourquin in connection with the Schino case to make any investiga- 
tions that he required, and some of my special squad are making in- 
vestigations for him in connection with that trial that is scheduled for 
February 11. I think that completes the outline of what we did since 
last October. 

Mr. DeWinp. Do I understand that in the course of this investiga- 
tion you have cooperated on a joint basis with the office of the United 
States attorne y, that you have asked them to assist in the investigation 
and they have asked for your assistance in various cases that they 
were investigating ? 

Mr. Frank. Yes, sir. 

Mr. DeWinv. And have you had all of the facilities you have re- 
quested made available to you by the United States attorney ? 

Mr. Frank. Yes, sir. 

Mr. DeWinp. Have they carried out all the requests you have made 
for assistance in your investigation ? 

Mr. Frank. They have. 

Mr. DeWinp. Who has been in charge of that work for the United 
States attorney’s office? 

Mr. Frank. Well, I have dealt with two—I will say I have dealt 
with four individuals from that office. United States Attorney 
Chauncey Tramutolo, Assistant United States Attorney Robert Mc- 
Millan, Assistant United States Attorney Joseph Karesh, and Spe- 
cial Assistant to the Attorney General Irvin Goldstein. 
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Mr. DeWinp. What is the present status of your investigation, 
Mr. Frank? Have you completed the investigation of all charges 
that have been brought to your attention? 

Mr. Frank. No, sir. We are still making some investigations and 
trying to complete others and we have matters pending before the 
grand jury, and we also have indictments that are scheduled for trial. 
We have been working on preparation of those cases. We have not 
submitted, all our final reports yet. We were a little bit busy since 
October. 

Mr. DeWinp. Have you any cases on which investigation has not 
yet been undertaken that are awaiting the beginning of investiga- 
tion ? 

Mr. Frank. No,sir. Any matters that have been brought to my at- 
tention, we have undertaken some investigation of them. 

I might specify this, that with respect to matters we believed could 
be more properly investigated and developed through income-tax in- 
vestigations, we have referred those to the San Francisco division 
to Special Agent in Charge Davies, because the income-tax investiga- 
tions take a great deal longer to make, and more agents, and the 
letter that I received from the Commissioner specified that the San 
Francisco division would handle the tax matters that arose in this 
connection, and that we would handle the personnel matters. So a 
number of matters have arisen which came to my attention which we 
referred to Mr. Davies for income-tax investigation. 

Mr. DeWrnp. When you say “income-tax investigation,” Mr. Frank, 
you mean investigation as to the tax liabilities of persons who are 
not employees of the Bureau of Internal Revenue ¢ 

Mr. Frank. Yes, sir. 

Mr. DeWtnpv. All of the investigations of personne! of the Bureau 
and the collector’s office have been under your jurisdiction ¢ 

Mr. Frank. Except those that had been in process before we ar- 
rived, and which we did not take over. 

Mr. DeWtnpv. Which are the cases that were in process when you 
arrived in addition to the Furtado case? 

Mr. Franx. I believe there were a number of them. The Anater 
case, the Christman case. 

Mr. DeWrnp. Are you now referring to investigations that have 
been completed? In other words, I don’t want you.to bring in the 
names here of any persons that might embarrass your continuing an 
investigation. 

Mr. Frank. No, sir. I only named the ones that have been already 
publicized and where the investigations have been completed. 

Mr. DeWrnp. All right; go ahead, then. 

Mr. Franx. Anater, Christman, Furtado, Cunningham. 

Mr. DeWrnv. Those investigations were started before you came 
here and were finished by Mr. Davies’ office? 

Mr. Frank. Yes, sir. 

Mr. DeWrnp. Mr. Furtado was indicted; is that correct ? 

Mr. Frank. Mr. Furtado was indicted, pled guilty, and was sen- 
tenced to 10 years’ imprisonment. 

Mr. DeWrnp. Was that on an embezzlement charge ? 

Mr. Frank. Yes, sir. 

Mr. DeWrnp. What about the remaining cases? Could you tell 
what happened on each of those? , 
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Mr. Franx. Christman has been indicted, and is awaiting trial. 
Cunningham was restored to duty. Anater, I believe, resigned from 
the service upon request, or resigned with prejudice. I am not sure 
of the exact action that was taken. I believe it was resigned upon 
request of the Bureau. 

Mr. Curtis. Mr. Chairman, may I inquire? 

Chairman Kine. Mr. Curtis. 

Mr. Curtis. What was Furtado charged with? 

Mr. Frank. I do not know the specific charges. 

Mr. Curtis. You say it was embezzlement ? 

Mr. Frank. Yes, sir; that was essentially the crime. 

Mr. Curtis. The embezzlement of how much money ? 

Mr. Frank. I believe the amount was approximately $20,000. 

Mr. Curtis. And he pled guilty to that? 

Mr. Frank. Yes, sir. 

Mr. Curtis. Was that investigation conducted by you? 

Mr. Frank. No, sir. It was conducted by Special Agent Carlson 
under the supervision of Special Agent in Charge Davies of the San 
Francisco district. 

Mr. Curtis. Do you know whether there were any other employees 
involved in the Furtado embezzlement ? 

Mr. Franx. There were two employees whose dismissal I recom- 
mended from the service because of the manner in which they dealt 
with Furtado. In other words, Tierney and Beresford were Furtado’s 
superiors, and as an outgrowth of the Furtado investigation, we pred- 
icated our charges against Tierney and Beresford upon the manner 
in which they dealt with Furtado and handled the information he 
gave them at that time. 

Mr. Curtis. Now, will you go into detail about that? In what way 
did they deserve to be discharged in connection with Furtado’s matter? 

Mr. Frank. May I refer to the specific charges that I preferred 
against them ¢ 

Mr. Curtis. Yes, if they are in detail. 

Mr. Frank. Yes, sir. I preferred three written charges against Mr. 
Tierney, the Chief of the Division. The first one concerned is on 
income-tax liability. It was not related to the Furtado matter. 

The second two were directly related to Furtado and, if I may, I will 
read the specific charge. 

Charge No. 2. You have failed to properly discharge your duties as head, Wage 
and Excise Tax Division, first collection district of California, in that you negli- 
gently or designedly permitted irregular and improper activities on the part of 
an employee of your Division. 

Specification 1. On or about the 25th of February 1949, you instructed Edward 
M. Furtado, Chief of your Accounts Section, to abate the account of Joseph 
Magnon Co., Inc., for the quarter ended December 31, 1948. The deficiency in 
this account resulting from delinquency penalty and interest amounted to 
$521.33 Said account was in fact abated by Furtado on or about April 28, 1949, 
on the basis of a false tax abatement voucher for Form 7809 (e). The circum- 
stances of the Magnon Co. delinquency were known to you and you admit that 
the statements on the abatement voucher on Form W-17 attached were in fact 
false and that said documents were processed through your Division. 

Mr. Currts. Let me ask you right there, is it a violation of the 
criminal code to prepare and utter a false abatement voucher ? 

Mr. Frank. Yes, sir. 

Mr. Curtis. Did the gentleman that you are referring to in this 
charge—is his name Tierney ? 
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Mr. Franx. Tierney? No, sir, he did not do that. Furtado did. 

Mr. Curtis. Did he not direct Furtado to abate the taxes? 

Mr. Frank. Yes, sir. Well, that is what Furtado says. 

Mr. Curtis. That is what you 

Mr. Frank. Charged him with on the basis of Furtado’s sworn 
statement. 

Mr. Curtis. Is that what happened ? 

Mr. Frank. I believe it did. 

Mr. Curtis. No charges were filed against him ? 

Mr. Frank. I recommended his dismissal from the service and sub- 
mitted this to the grand jury. 

Mr. Curtis. Did you submit it with a recommendation ? 

Mr. Frank. No, sir. 

Mr. Curtis. Did you make a recommendation to anyone that he be 
charged criminally ¢ 

Mr. Frank. No, sir, I recommended that he be not charged crimi- 


nally. 
Mr. Currts. Even though a subordinate violates the law at his 





direction ? 

Mr. Frank. I did not believe that the evidence we had here was 
sufficient to warrant a criminal charge against Tierney. The matter 
is now pending in the United States attorney’s office. The report was 
referred to them. 

Mr. Curtis. You may proceed with reading what you have there. 

Mr. Frank (reading) : 

Specification 2. In connection with the filing of Forms 728-A, retail dealers 
excise taxes, November 1947, December 1947, January 1948, February 1948, April 
1948, May 1948, submitted by Schumate’s Pharmacy, Inc., for the months in 
question, you instructed Edward M. Furtado to back-date said forms so that they 
would appear to be timely filed, although in fact they were all filed delinquent. 

Delinquent penalties and interest involved amounted to $388.78. 

Mr. Curtis. Now, I want to ask you this. 

Is the back-dating of an income-tax return a violation of a criminal 
code? 

Mr. Frank. Yes, sir. 

Mr. Curtis. And this man instructed his subordinate to do that? 

Mr. Frank. Yes, sir. 

Mr. Curris. No charges have been filed against him—criminal 
charges ¢ 

Mr. Frank. No criminal charges. 

Mr. Curtis. Did you recommend any ? 

Mr. Frank. No, sir; I did not. 

Mr. Curtis. Why? 

Mr. Franx. Because I did not believe that there was sufficient evi- 
dence to sustain a criminal charge against him. 

Mr. Curris. Are you satisfied that you have gone the full limit in 
gathering the evidence? 

Mr. Franx. I tried to, sir. 

Mr. Curtis. But you yourself are satisfied of the truth of the charge 
that he did direct his subordinate to violate the law and date back 
certain returns? 

Mr. Franx. Yes, sir. 

Mr. Curtis. Very well. You may proceed. 
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Mr. Franx (reading) : 

Charge No. 3. You have violated section 12 of instruction to employees dated 
January 1947 in that you failed to report to the Commissioner or your superiors 
the delinquency and malfeasance in office of Edward M. Furtado, Chief of the 
Accounts Section, Wage and Excise Division, first collection district of Cali- 


fornia. 

Specification 1. On or about September 17, 1951, Furtado advised you that he 
had not followed proper procedure in regard to the sending of statements and 
demands to Benatar’s corporation. You failed to report this confession of delin- 
quency and malfeasance either to the Commissioner or to any of your superiors. 

Specification 2. On or about September 18, or 19, 1951, Furtado advised you 
that he had changed the Form 23-E of the Calo Dog Food account to read 
Benatar’s account. You failed to report this confession of delinquency and mal- 
feasance either to the Commissioner or any of your superiors. 

This letter constitutes notice of proposed adverse action in accordance with 
civil-service rules and regulations and section 14 of the Veterans’ Preference 
Act of June 27, 1944. It is proposed to remove you from the service or otherwise 
discipline you 30 days from the receipt of this communication. 

And there is a form to give him opportunity to answer. 

Mr. Curtis. How long had that man been in the Bureau of Internal 
Revenue service ¢ 

Mr. Frank. Thirteen years, I believe. 

Mr. Curtis. He is suspended now? 

Mr. Frank. No, sir; he is fired. 

Mr. Curtis. He is fired? 

Mr. Frank. Yes, sir. 

Mr. Curris. What is the practical difference so far as his relation- 
ship is concerned ¢ 

Mr. Frank. He is at the present time appealing to the United States 

Civil Service Commission against this charge that we recommended 
his dismissal on. 

Mr. Curtis. Is he working? 

Mr. Frank. No, sir. 

Mr. Curtis. He is not on the payroll ¢ 

Mr. Frank. No, si 

Mr. Curtis. The 13 vears that he has been in the Bureau of Internal 
Revenue Service—has that entire time been here in San Francisco? 

Mr. Frank. I believe so; yes, sir. 

Mr. Curtis. And what was the position that he held? 

Mr. Frank. He was Chief of the Wage and Excise Tax Division. 

Mr. Curtis. Do you know how he got into the service originally 

Mr. Fran. No, sir: I do not. 

Mr. Curtis. You ilo not know whether it was a competitive examina- 
tion or an appointment, on the basis of your general knowledge ? 

Mr. Frank. Relying on my memory, I believe that at the time he 
came in the service it was an appointive osition and that he did not 
take the civil-service examination, but that he later qualified under 
C1l\ il-sery ice rules ana rece ‘ived ac iN il-se ‘rvic ‘e Status, 

Mr. Curtis. But your best knowledge and information would indi- 
cate that he did not get into his job by reason of an examination, nor 
did he come up through the ranks to his present job? 

Mr. Frank. Yes, sir; that is my recollection of the personnel file. 

Mr. Keoeu. Mr. Frank, 13 years ago was a time when they were 
beginning to make those war service indefinite appointments under 
civil service, wasn’t it? 

Mr. Frank. No, sir; I think it was before that. 
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Mr. Keoeu. I mean those indefinite appointments. 

Mr. Curtis. With the passage of the Wage and Hour Act. 

Mr. Krocu. There was a type of indefinite service. 

Mr. FRANK. No, sir. 

Mr. Keocu. That later became the war service indefinite appoint 
ments ¢ 

Mr. Frank. I believe he came into the service sometime around 1938 
or thereabouts, and that was before the war period. 

I am relying on my memory now. I personally did not make the 
investigation of ‘Tierney, and my agent that did would have the files 
and would have more accurate information on it. 

Mr. Krocu. When would have the report come out on the civil 
service ¢ 

Mr. Franx. I believe in the spring of 1942, by the Ramspeck Act. 

Mr. Curtis. That accounts for the one man that was connected with 
Furtado. Who was the other one? 

Mr. Frank. Beresford. 

Mr. Curtis. And what is his status now ? 

Mr. Frank. He has been dismissed from the service. 

Mr. Curtis. What were those charges? How did you pronounce 
his name ? 

Mr. Frank. Beresford, B-e-r-e-s-f-o-r-d. 

Mr. Curtis. What position did Mr. Beresford hold? 

Mr. Frank. He was Assistant Chief of the Wage and Excise Tax 
Division. 

Mr. Curtis. He was an assistant, then, to Mr. Tierney ? 

Mr. Frank. To Tierney; yes. 

Mr. Curtis. Will you read us what he was charged with ? 

Mr. Frank (reading) : 

Charge 1. You have violated section 12 of instructions to employees, January 
1947, in that you failed to report to the Commissioner or to your superiors the 
delinquency and malfeasance in office of Edward M. Furtado, Chief of the 
Accounts Section, Wage and Excise Tax Division, first collection district of 
California. 

Specification 1. On or about September 17, 1951, Furtado advised you and 
Martin J. Tierney that he had back-dated certain returns, which is an irregular 
procedure. You failed to report this malfeasance either to the Commissioner 
or to any of your superiors. 

Charge 2. 

Mr. Curtis. That first charge, was there any evidence to indicate 
that this Beresford directed or joined in the direction of Mr. Tierney 
that Furtado date these forms back? 

Mr. Frank. No, sir. I would have to look over the statement to 
be sure, but my recollection at the present moment is that Furtado 
didn’t say that Beresford had told him to do it. 

Mr. Curtis. In your best recollection, did Beresford know of the 
offense before or at the time it was committed ? 

Mr. Frank. I do not know whether he knew it at the time it was 
committed. I know that he knew it and didn’t report it. 

Mr. Curtis. Very well. Proceed. 

Mr. Franx (reading) : 

Charge 2. You have violated section 34 of instructions to employees, January 
1947, in that during the period from 1949 through 1951 you borrowed money 
from Edward M. Furtado, who was a subordinate employee in the Wage and 
Excise Tax Division, of which you were assistant head. 
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Specification 1. From March 23, 1949, to April 4, 1951, you borrowed a total 
of $468.43 from Furtado. Of that amount, $418 is still owing. 

Mr. Curtis. Were you satisfied that that was an actual loan of 
money ¢ : 

Mr. Frank. Furtado said it was. And he had a little slip showing 
where he had loaned the money and when he had received repayments, 
and the net amount of $401 represents some loans and some repay- 
ments over a period of a year or so. 

Mr. Currts. Very well. Is that all? 

Mr. Frank. Yes, sir. 

There were two other charges, but they don’t pertain to Furtado. 

Mr. Curtis. What was the nature of them? 

Mr. Frank (reading): 

Charge 3. You have negligently failed to prepare and file income-tax returns 
which were* entrusted to your official care for said purpose, to the possible 
detriment of the Government. 

Mr. Curtis. What does that mean? 

Mr. Frank (reading): 

Specification 1. On or about March 15, 1948, George F. Meyer submitted to 
you withholding statements covering his expenses for the years 1945 through 
1947, with the understanding that you would prepare and file proper income- 
tax returns for said years for him. The records of the collector's office show 
no returns filed for the years specified, and examination of Meyer’s liability 
shows $222.05 in taxes due for these years. 

Mr. Curtis. Did Meyer turn that amount of money over to him? 

Mr. Frank. No, sir; he did not. 

Mr. Curtis. It had already been withheld? 

Mr. Frank. Yes, sir. 

No; I am not sure whether it was withheld or not. No return was 
filed, because Meyer brought it in to Beresford to take care of for 
him, and Beresford just didn’t do it, I don’t believe. 

Mr. Curtis. Was the Government prejudiced thereby ? 

Mr. Frank. As I say in that charge, “to the possible detriment of 
the Government.” We didn’t know whether we could collect that 
$222 from Meyer, and I don’t know yet whether it has been. I haven’t 
followed it up to see whether it was. 

Mr. Curtis. Did Meyer expect to pay at the time that he asked him 
to prepare these returns? 

Mr. Frank. Yes, sir; I believe he did. 

Mr. Currts. What was his reason for not preparing the returns? 

Mr. Frank. I would have his answer to the charges in the file of the 
agent who made that particular investigation. I believe it was that 
he just forgot it. neglected to do it. 

Mr. Curtis. Very well. You may proceed. 

Mr. Krogu. Excuse me, Mr. Frank. 

On that charge 3 you said that Meyer left some information with 
Beresford. What was that information? 

Mr. Frank. About his earnings during the period. 

I believe Meyer is a seaman in the merchant marine, and he left, 
and the reason we haven't been able to determine this was that we 
haven't been able to locate him. That is my present recollection of it. 

Specification 2. On or about March 15, 1948, Fred Anderegg submitted to you 
a withholding statement covering the earnings of one Florence J. Jackson ‘for 
the year 1947 and a form showing additional income to Mrs. Jackson for that 





INTERNAL REVENUE INVESTIGATION 1943 


year. This form and information was turned over to you with the understand- 
ing that you would prepare and file a proper income-tax return for Mrs. Jackson 
for the year 1947. The records of the collector’s office show no return filed for 
that year, and examination of Mrs. Jackson's liability shows $314.60 in taxes due. 

Mr. Curtis. He was not even in the Income Tax Division, was he? 

Mr. Franx. No, sir. 

Mr. Curtis. Why did these people turn the preparation of their 
return over to somebody in the Wage and Hour Division? 

Mr. Frank. I believe they were personal friends of his who just 
came in the office; and, believing a deputy collector generally knows 
about returns, they entrusted it to him to prepare. 

Mr. Curtis. What does Mrs. Jackson say? Does she say she paid 
her money ¢ 

Mr. Frank. No; she did not pay the money. 

Mr. Curtis. She has been interviewed ? 

Mr. Frank. Yes. I am quite sure she has. I personally did not 
make the investigation. I based my charges on the report. 

Mr. Curtis. That seaman has not been interviewed ¢ 

Mr. Frank. I don’t believe he has been located yet. 

Mr. Currts. You don’t know whether he claims to have paid some- 
thing? 

Mr. Frank. No; I don’t think the tax had been determined at the 
time. He merely turned over material to Beresford to prepare, which 
he did not prepare. I don’t believe there was any tax computed at 
the time, so I don’t believe Meyer paid him anything. 

Mr. Curtis. Furtado was charged with a shortage of $20,000? 

Mr. Frank. Yes, sir: that is my recollection of what was involved 
in the case. 

Mr. Curtis. Was that embezzlement all at one time, or was it over 
a period of time ? 

Mr. Frank. It was over a period of time. 

Mr. Curtis. How long a period? 

Mr. Frank. I really don’t have those facts in my mind, Mr. Curtis. 
The agent who made the investigation would have those details, and 
IT am not familiar with the details of that embezzlement case. 

Mr. Curtis. You do not know how long these two superiors knew 
of that shortage? 

Mr. Frank. No, sir; I do not. The only evidence I have is that 
they learned of it from Furtado on September 16 or September 17. 

Mr. Curtis. When after that did they disclose it? 

Mr. Frank. They were called into a conference where it was dis- 
closed by, I believe, Mr. Stikeleather, the supervisor’s office. 

Mr. Curtis. Who is he? 

Mr. Fran. He is in charge of the supervisors who have been mak- 
ing an examination audit of the collector’s office here since last May. 

Mr. Curtis. He was sent in here from the outside? 

Mr. Frank. Yes. 

Mr. Curtts. So these two fellows never did disclose the embezzle- 
ment voluntarily ? 

Mr. Frank. That is what I charge them with, failure to do that. 

Mr. Curtis. And you do not now recall how long they had had that 
knowledge? ; 

Mr. Frank. Yes. Well, the only evidence I have is that Furtado 
told them that he had been doing that on September 17, and they did 
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not disclose it. I believe the matter was actually disclosed in a con- 
ference in Mr. Stikeleather’s office on September 21 or 22, somewhere 
around there, several days later. 

Mr. Curtis. That is all. 

Chairman Kine. The committee will be in recess for 5 minutes. 

(Short recess. ) 

Chairman Krye. Mr. Counsel, will you proceed ? 

Mr. Curtis. Mr. Chairman, may I ask one more question about the 
Furtado matter? 

Chairman Kine. Mr. Curtis. 

Mr. Curris. Were there any cases where Furtado back-dated forms 
at the direction of anyone else, other than the two men that you 
mentioned ¢ 

Mr. Frank. He gave us testimony with reference to one other, but 
that matter is now before the grand jury. It is still an active in- 
vestigation, and it is pending before the grand jury. 

Mr. Curtis. Have you completed your report on it ¢ 

Mr. Frank. No, sir. 

Mr. Curtis. So you have made no recommendation ¢ 

Mr. Frank. No, sir; I don’t know whether-— 

Mr. Curtis. Have you completed your gathering of evidence in ref 
erence to it? 

Mr. Frank. No, sir. We are still trying to do it through—I men- 
tioned before about reluctant witnesses, and we are having them before 
the grand jury trying to get the evidence to develop a case. 

Mr. Curtis. Does that involve one of the men whose jackets were 
sent to you when you arrived here ? 

Mr. Frank. Yes, sir. 

Mr. Curtis. That is all. 

Chairman Kine. Proceed, Mr. Counsel. 

Mr. DeWrnp. Mr. Frank, in connection with the matters involving 
Mr. Tierney and Mr. Beresford, what is the difficulty in proceeding 
with an indictment in those cases? You said you had not recom- 
mended indictment. Just what is the nature of the difficulty ? 

Mr. Frank. We could not obtain any corroboration of Furtado’s 
statements. Without the corroboration, I don’t believe that you have 
a prima facie criminal case. 

Mr. DeWrnp. That is, you do not have either documentary or ora! 
testimony to corroborate Furtado’s charges ? 

Mr. Frank. No, sir. All we have is his uncorroborated statement. 

Mr. DeWrxp. What about the taxpayers that were involved in the 
cases‘ Can they provide any testimony ? 

Mr. Frank. No, sir. 

Mr. DeWrnp. Do they refuse to testify ? 

Mr. Frank. Those matters are now before a grand jury. Those 
were the reluctant witnesses I was talking about. 

Mr. Curtis. Why are those witnesses reluctant, do you know? 

Mr. Frank. No, sir; I do not. One of them refused to answer on 
the ground that it would tend to incriminate or degrade, which is 2 
constitutional privilege. 

Mr. Curtis. Do any of them appear afraid ? 

Mr. Frank. Not that I noticed. One refused to answer on thi 
ground that they wouldn’t disclose on privilege where we believe no 
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privilege exists. That was where the grand jury cited for contempt. 
The other one claimed the constitutional privilege. 

Mr. Curtis. In your opinion, which is the more important, o1 
which is the greater offense, the offense of the Government employee 
or of the taxpayer involved in a situation of that kind ¢ 

Mr. Frank. I have always considered that in matters involving the 
revenue that the offense of the Government employee was greater, be- 
cause he was under oath, that is, oath of office to the United States, and 
I have considered him more culpable, although in some instances 
where he has been led into improper activities by bribery and neces- 
sity, | think the taxpayer can be equally as guilty. But generally I 
think the responsibility of the Government oflicer is greater because of 
his oath of office. 

Mr. Curtis. And it jeopardizes our voluntary tax system, does it 
not ¢ 

Mr. Frank. Yes, sir. If the Government employees are not to be 
trusted, I believe the whole system will break down. 

Chairman Kine. Mr. Keogh. 

Mr. Krocu. Were these reluctant witnesses who were called before 
the grand jury permitted to testify before the grand jury without 
signing waivers ¢ 

Mr. Frank. Mr. Keogh, 1 don’t know what happened in the grand 
jury with respect to those witnesses. 

Chairman Kine. Proceed, Mr. Counsel. 

Mr. DeWrnp. Mr. Frank, in these cases involving Tierney and 
Beresford, you have the tax returns that are in fact back-dated ¢ 

Mr. Frank. Yes, sir. 

Mr. DeW inp. Does that not provide corroboration of the charge to 
some extent! 

Mr. Frank. Furtado back-dated them. 

Mr. DeWrnp. In each case it was he who did the act? 

Mr. Frank. Yes, sir. 

Mr. DeWrnp. Reference has been made here to the so-called Tobey 
letter or bill of particulars. Can you please describe the nature of 
that document without going into the specific cases involved? What 
documents were transmitted to Senator Tobey ? 

Mr. Frank. I do not know what Senator Tobey received. The 
photostat that I received was submitted to me as being a photostatic 
copy of the material contained in that letter. Whether it is the full 
material or not, I don’t know. But it begins, “Dear Senator Tobey,” 
with the usual salutation, and it sets forth on the copy of some 15 
allegations or charges pertaining to the collector’s office here in San 
Francisco. 

Mr. Byrnes. What is the date of that? 

Mr. Frank. There is no date on it, sir. 

Chairman Kinc. Who signed the letter? 

Mr. Frank. On the copy I have there is no signature to it. Our 
investigation disclosed that Deputy Collector Thomas J. Doolan of 
the collector’s office here wrote it, and he told us that he wrote it some 
time in March of 1951. 

Mr. Byrnes. Where did you get the photostat that you have before 
you? Who sent it to you and what is it a photostat of—the letter or 
the substance of the letter ? 
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Mr. Franx. It appears to be—well, it couldn’t be a photostat of the 
letter unless it had been pieced together. 

Mr. Byrnes. That is what I am driving at. What is this a photo- 
stat of actually? It looks to me from here, which is quite a distance, 
like it is something that was printed up—— 

Mr. Franx. No—— 

Mr. Byrnes. And then was photostated rather than a photostat of 
a typewritten letter. This photostat that you have here is a photostat 
of something that was typeset rather than run off on a typewriter, 
is it not? 

Mr. Frank. Yes, sir. 

Mr. Byrnes. You do not know where this was taken from? 

Mr. Franx. No,sir;Idonot. I have never seen the original letter, 
and this was given to me as being the photostat of the information 
contained in the original. 

Mr. Byrnes. Who gave this to you? 

(No response. ) 

Mr. Byrnes. If we can get that, I think we can find out what it is 
a photostat of. 

Mr. Franx. I am just trying to remember who gave it to me. I 
think Special Agent in Charge Davies, or it could have been Assist- 
ant Commissioner Winkle or some member of his staff. 

Mr. Byrnes. Excuse me? 

Mr. Franx. I think it was Special Agent in Charge Davies, or it 
could have been Assistant Commissioner Winkle or some member of 
his staff. It was given to me when I arrived here in San Francisco on 
October 2. 

Mr. Byrnes. I notice the first line of this in rather bold type says, 
“Tobey letter” and in parentheses “Set and hold” and then it goes 
on. ‘This may be a printer’s copy or something like that was photo- 
stated. 

Mr. Frank. Yes, sir. I really don’t know. 

Mr. Byrnes. Do you know whether anybody had ever contacted 
Senator Tobey to obtain from him at least a copy of the original 
letter, and the material contained therein ? 

Mr. Frank. No, sir: I do not know. 

Mr. Byrnes. Would not that really be the first and best source of 
information basis for investigation if you are going into items that 
were turned over, to find out what was turned over? 

Mr. Franx. I never thought to question the authenticity of that, 
and after I dealt with the United States attorney’s office and the grand 
jury, they appeared to have the same information, so I just never 
questioned it. 

Mr. DeWinp. You did question Mr. Doolan as to the authorship 
of this do ument, did you not ¢ . 

Mr. Frank. Yes, sir, we had this before us when he was questioned, 
and we went into each one and he acknowledged that was what he 
wrote. 

Mr. DeWrnp. So that then this entire matter that was transmitted 
to Senator Tobey was prepared by Mr. Doolan 

Mr. Frank. Yes, sir. 

Mr. DeWrnp. And you questioned Mr. Doolan and asked him 
whether these are all the charges and all the information that he had 
available / 
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Mr. Frank. Yes, sir. 

Mr. DeWrnp. And he has told you that he has given you every- 
thing he had ? 

Mr. Frank. Yes, sit 

Mr. Byrnes. Just so we get this very clear, I am advised that there 
is more information than the apparent information contained in that 
photostat, although I have not read it completely. It is my under- 
standing that there was also transmitted to Senator Tobey some addi- 
tional information along with this bill of particulars, so-called. I 
am wondering—I want to make sure—as to whether you inquired 
that that contained everything that Mr. Doolan had transmitted to 
Mr. Tobey, all of the information that he had turned over at that 
time in March. 

Mr. Frank. Assistant Commissioner Winkle gave me another copy 
here which I believe he received from Mr. Schapiro. I think it is 
the same. The 15 allegations are identical, I compared it. I don’t 
think there was any other information in it that differed from the 
letter. It was ina different form, but so far as I could see, it contained 
the same allegations. 

Mr. DeWrnp. I think the point was, did Mr. Doolan tell you that 
this information you went over with him was everything that he had 
transmitted to Senator Tobey ? 

Mr. Franx. I don’t know whether we asked the question that way, 
but we asked him if he had any other information that he could give 
us about it, and he said, “No,” so I assumed that—this was the matter 
that Assistant Commissioner—yes, I believe you gave it to, or the 
letter here says, signed by “Forrest S. Hayden.” I said you turned it 
over. It was given to Mr. Winkle and Mr. Winkle gave it to me. 
And I am sure that the material is the same. This one also was not 
signed. 

Mr. DeWrnp. If any additional memoranda or documents were 
transmitted to Senator Tobey, you do not have it, Mr. Frank ¢ 

Mr. Frank. No, sir. 

Mr. DeWrnp. Now, I understood you to say that you had investi- 
rated all of the matters set forth in the so-called bill of particulars. 

did the allegations or charges made in the bill of particulars turn 
out to be sustained by your investigation in whole or in part ? 

Mr. Frank. I would say that a very few were, a majority were not, 
and some of the individuals named in the charge we deve loped or the 
investigations developed other information about them where one 
case resulted in their indictment, but it was not based on the informa- 
tion in the allegation. 

Mr. DeWrnp. Now, as to Collector Smyth, were the charges on 
which Collector Smyth was indicted contained in the so-called bill of 
particulars? 

Mr. Frank. No, sir. 

Mr. Kran. May I ask a question there? 

Chairman Kina. Mr. Kean. 

Mr. Kran. Was not one of the indictments on Mr. Smyth the ques- 
tion of the failure to file his own income taxes ? 

Mr. Franx. He is not indicted for that, sir. 

Mr. Kean. He was not ? 

Mr. Frank. No, sir. 
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Mr. Kean. I thought he was. 

Mr. Frank. No, sir. 

Mr. Kean. I saw that it was mentioned in the press, and I thought 
that was one of the reasons for his indictment. 

Mr. Franx. No, sir; he was not indicted for failure to file his re- 
turns. 

Mr. Curris. Was there any irregularity with respect to the filing 
of his return and payment of his tax? 

Mr. Frank. The indictment charges him with an irregularity in 
connection with his 1945 return. 

Mr. Kroon. Mr. Chairman. 

Chairman Kina. Mr. Keogh. 

Mr. Kroen. I raise the question of the propriety of our asking any 
questions with respect to an official who is presently under indictment 
and awaiting trial, and I wonder if the subcommittee would like to 
consider that. It certainly impresses me as increasing the difficulty 
with which one under indictment under our American system re- 
ceives the kind of trial he is entitled to, 

Chairman Kine. Is there any further comment ? 

Mr. Byrnes. I would like to ask the gentleman from New York if 
he means that we should limit ourselves, or that we should not have 
any questions relative to an individual under indictment or whether 
just to avoid those matters for which he is under indictment ? 

Mr. Kroeu. I would certainly include the latter. 

Mr. Byrnes. I agree on that point. 

Mr. Kroeu. I would personally raise the question with respect to 
the advisability of interrogating any witness on the former classifica- 
tion only for the reason that it will engender an atmosphere in which 
the defendant might find it more difficult to obtain the fair trial to 
which, under our system, any defendant is entitled. 

Mr. Curtis. Now, just a minute. If you do not inquire with ref- 
erence to officials who have been indicted, and you do not inquire with 
reference to individuals whose investigations are not complete, that 
confines our inquiry then to officials who have not done anything 
wrong. 

Mr. Keocu. On the contrary, we have developed in this public hear- 
ing today the results of investigations that have been completed where 
employees have been dismissed, and as I understand one of the objec- 
tives of this inquiry, it is to lay the foundation for recommendations 
with respect to changes in the procedure of the Bureau. I think that 
eliminating those classes of question to which we are addressing our 
remarks now will not prevent this committee’s obtaining an apper- 
ceptive basis upon which constructive recommendations might be 
made, but 1 do think that the committee owes an obligation to itself 
and to all Americans who might some day be under the cloud of indict- 
ment which, as we know, is merely a charge and not the sustaining 
of those charges, to have his rights preserved and defended. 

Mr. Currts. Mr. Chairman, I would like to rephrase the question 
and withdraw the last one. 

Chairman King. Very well. 

Mr. Curtis. What is Mr. Smyth charged with in the indictment 
already made public with reference to reporting and paying his own 
income taxes ¢ 
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Mr. Krocu. Before you answer that, Mr. Frank, I am sure that Mr. 
Curtis will permit me to include in my brief remarks the fact that 
by the statements that I have made I do not mean to convey an 
impression with respect to the guilt or innocence of any of these 
officials. 

Chairman Kine. Proceed, Mr. Frank. 

Mr. Frank. May I have the question ‘ 

(The question was read by the reporter. ) 

Mr. Frank. I have a photostat of the indictment in which James G 
Smyth is named. It is a conspiracy indictment. The only thing 
in the indictment that relates to his own income taxes are matters 
that are listed as overt acts. I could read those from the indictment. 

Mr. Kroeu. May I ask you to permit me to interrupt your answer 
while I inquire, with the chairman’s permission, of counsel as to 
whether an indictment returned is a public document. 

Mr. DeWinp. Yes; this indictment is a public document. Some 
indictments are sealed, Mr. Keogh, but this one is not. 

Mr. Frank. The overt acts that are set forth in this indictment 
that names James G. Smyth contain—lI will read as follows: 

That during the existence of said conspiracy one or more of said defendants, 
as hereinafter mentioned by name, did the following acts at San Francisco, 
Calif., in furtherance of and to affect the object of said conspiracy : 

1. That early in March 1947 said defendants James G. Smyth and Paul V. 
Doyle had a conversation together in the said collector's office, 100 McAllister 
Street, San Francisco, concerning the income-tax returns of said James G. Smyth 
and Madelaine Smyth, his wife, for the 1945 tax year, returns for said year due 
for filing March 15, 1946. 

Overt act No. 2. That in the course of said conversation said defendant 
Doyle said to defendant Smyth in substance, “You have returns made out and 
give them to me, and I will take care of them and put the right date on them.” 

Overt act No.3. That thereafter, shortly before March 15, 1947, said defendant 
Smyth had prepared what purported to be his income-tax return and his said 
wife’s income-tax return for the said year 1945, and delivered same to said 
defendant Doyle. 

Overt act No. 4. That said defendant Doyle on or about March 15, 1947, did 
stamp and cause to be stamped up on each of said returns a certain stamp falsely 
to indicate officially that each of said returns was received and filed in said 
collector’s office, Bureau of Internal Revenue, on March 15, 146. 

Overt act No. 5. That thereafter— 
that is, between May 15 and May 30, 1947— 
defendant Doyle caused to be entered as relating to the accounts of said tax 
returns in the “Remarks” column, Form 23-A, the official assessment list, the 
following notation: “No bill. P. V. D.” 

I am sure that is all that appears in this indictment with respect to 
Smyth’s income-tax returns. 

Mr. Curtis. Thank you. 

Chairman Kine. Proceed. 

Mr. DeWrnp. Mr. Frank, in the so-called bill of particulars were 
there other charges made against Collector Smyth? Do you have a 
copy there that you had a moment ago? 

Mr. Frank. Yes. 

I can go through each one in turn. 

he first allegation against James Christman, in that there is an 
allegation against Smyth. 

Mr. DeWrnp. Now, Mr. Frank, let’s try to handle it this way: As 
to Collector Smyth, is it not a fact that the bill of particulars charges 
that he had filed no income-tax returns for the years 1939 to 1943, 
inclusive ? 


Mr. Franx. Yes. 
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Mr. DeWrnv. Was that charge investigated ? 

Mr. Franx. Yes. 

Mr. DeWrnp. And was it sustained or was it found not to be true? 

Mr. Frank. It was found not to be true. 

Mr. DeWrnp. In other words, it was found that returns had been 
filed, contrary to the charge in the bill of particulars ¢ 

Mr. Frank. If you will let me verify the report. 

It says: 

No returns were filed by him for the years 1939 to 1948. For the year 1939 
Smyth did not file a timely return. He filed a delinquent return on May 9, 1949. 
[ have his explanation with respect to it, but the return was filed. 

Mr. DeWrnp. Did you say May 9, 1949, or 1939 ¢ 

Mr. Frank. Iam sorry, 1939. 

He filed a delinquent return for 1939 on May 19, 1941. .He did 
not file a timely return for the year 1940. He filed a delinquent return 
for 1940 on August 2, 1941. 

For the years 1941, 1942, and 1943 he filed as follows: 1941 he filed 
a timely return on March 15, 1942; 1942 he filed a return on Sep- 
tember 15, 1943, after proper e xtension had been granted. 

And for the year 1943 he filed a return on June 15, 1944, after 
proper extension had been granted. 

Mr. Byrnes. How long were those extensions? When was that 
last one ? 

Mr. Frank. The last one was June. The extension would be from 
May 15 to June 15, which is, I believe, the first extension that they 
grant. And he filed it on June 15. 

The other one was on September 15, which I believe would be a 
second extension. That would be for the year 1943, and that was filed 
on September 15, 1943, within the period covered by the extension. 

Mr. Kean. What reasons are given for filing a late return? I mean, 
what are the justifiable reasons? There is no penalty, is there, if a 
man makes a fawn st which seems to be a justifiable reason 

Mr. Frank. No, sir. The collector has the right at his discretion 
to grant extensions. And at this time the collector—I believe it was 
Berliner—granted extensions to Smyth, who was not in the service. 

And I think I have the reasons here that he gave. 

Mr. Kean. The man must pay interest, must he? 

Mr. Frank. Yes; he has to pay the regular interest, definitely. But 
he did five a reason here for it. 

No: I do not have the reason here. It would be in the files of the 
collecte rs me 

The reason I have here with respect to the filing of the delinquent 
returns for t ' ose early years: First, 1939, he claimed he was a State 
employee at the time, and he did not know that State salaries were 
taxable: that was the reason he didn’t file. 

And then there was another reason stated here. He claimed he had 
been busy with a fund-raising drive for the Jackson Day Committee, 
and he had inquired prior to the filing date concerning an extension, 
and was advised by the collector of internal revenue that the press 
of personal business was not a legitimate ground for an extension. So 
the collector did not grant him an extension, so he filed a delinquent 
return. 

Mr. Kean. There would be no penalty in that case? 
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Mr. Frank. Oh, yes, he paid the 25 percent penalty. 

Mr. Kean. He paid a 25 percent penalty ? 

Mr. Frank. Yes, sir, plus 6 percent interest. 

In other words, he applied to the collector at the time, and said his 
reason for wanting an extension was that he was busy raising funds 
for the Jackson Day Dinner, and the collector said that is not a good 
excuse, so he just ignored filing the return, but he later filed a delin- 
quent return and paid the 25 percent penalty and 6 percent interest. 

Mr. Keoecu. I believe 1939 was the first year that the reciprocal ar- 
rangement, that had existed theretofore between States for Federal 
employees and Federal employees on State taxes, was abrogated, was 
it not ¢ 

Mr. Frank. Yes, sir. 

Prior to that time State salaries had not been taxable. 

Mr. Krocu. The Public Salary Act of 1939. 

Mr. Frank. I believe that is it, Mr. Keogh. 

Mr. DeWrnp. Now, Mr. Frank, the bill of particulars, I believe, 
contained other charges against former Collector Smyth, including 
failure to act on a charge against one of the collectors, James Christ- 
man, that he obstructed the investigation of cases ? 

Mr. Frank. Yes. 

Mr. DeWinp. Was that charge investigated ? 

Mr. Frank. Yes, sir. 

Mr. DeWrnp. And was it sustained or not sustained ? 

Mr. Frank. No, sir. 

Our investigation disclosed that Collector Smyth referred the 
Christman case to the Intelligence Unit for investigation himself. And 
it was under investigation at the time that Doolan made the charge 
that Smyth had closed it out. 

Doolan’s charge in the letter says: 

Deputy Christman has been closed by Collector Smyth and Acting Chief Field 
Deputy Boland, although Deputy Christman’s partnership with O. O. Barker has 
become a matter of record in the Barker trial. 

That was written in March of 1951, and our records show that on 
October 12, 1950, which is 5 months prior to this charge, Collector 
James G. Smyth gave information to Special Agent Charles E. Davies 
about the matter, and the Intelligence Unit obtained a jacket on the 
case dated November 20, 1950. 

And that is the case that has now resulted in the indictment of 
Christman, but on a different charge than was specified in the allega- 
tion. 

Mr. Byrnes. The allegation there as to what had happened, or what 
Christman had done, and so forth, when was that supposed to have 
occurred? How long before October 1950? 

Mr. Frank. Mr. Byrnes, this case is now under indictment and 
being prepared for trial. I just wonder whether I should go into the 
dates. 

Mr. Byrnes. That is why I do not want to go into the details of 
what it is. But I would like to know how long a time transpired before 
the event happened, and things got started and Smyth turned it over 
for investigation in October or November. 

Mr. Frank. The first complaint that was made merely related to 
Christman engaging in outside accounting practice. 

Mr. Byrnes. When was that made, and by whom? 
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Mr. DeWrnp. Was that charge investigated ? 

Mr. Frank. Yes. 

Mr. DeWrnp. And was it sustained or was it found not to be true? 

Mr. Frank. It was found not to be true. 

Mr. DeW inp. In other words, it was found that returns had been 
filed, contrary to the charge in the bill of particulars 

Mr. Frank. If you will let me verify the report. 

It says: 

No returns were filed by him for the years 1939 to 1948. For the year 1939 
Smyth did not file a timely return. He filed a delinquent return on May 9, 1949. 
[ have his explanation with respect to it, but the return was filed. 

Mr. DeWrnp. Did you say May 9, 1949, or 1939 ¢ 

Mr. Frank. Iam sorry, 1939. 

He filed a delinquent return for 1939 on May 19, 1941. .He did 
not file a timely return for the year 1940. He filed a delinquent return 
for 1940 on August 2, 1941. 

For the years 1941, 1942, and 1943 he filed as follows: 1941 he filed 
a timely return on March 15, 1942; 1942 he filed a return on Sep- 
tember 15, 1943, after proper extension had been granted. 

And for the year 1943 he filed a return on June 15, 1944, after 
proper extension had been granted. 

Mr. Byrnes. How long were those extensions? When was that 
last one? 

Mr. Frank. The last one was June. The extension would be from 
May 15 to June 15, which is, I believe, the first extension that they 
grant. And he filed it on June 15. 

The other one was on September 15, which I believe would be a 
second extension. That would be for the year 1943, and that was filed 
on September 15, 1943, within the period covered by the extension. 

Mr. Kean. What reasons are given for filing a late return? I mean, 
what are the justifiable reasons? There is no penalty, is there, if a 
man makes a request which seems to be a justifiable reason ? 

Mr. Frank. No, sir. The collector has the right at his discretion 
to grant extensions. And at this time the collector—I believe it was 
Berliner—granted extensions to Smyth, who was not in the service. 

And I think I have the reasons here that he gave. 

Mr. Kran. The man must pay interest, must he? 

Mr. Frank. Yes; he has to pay the regular interest, definitely. But 
he did give a reason here for it. 

No: I do not have the reason here. It would be in the files of the 
collector’s office. 

The reason I have here with respect to the filing of the delinquent 
returns for those early years: First, 1939, he claimed he was a State 
employee at the time, and he did not know that State salaries were 
taxable: that was the reason he didn’t file. 

And then there was another reason stated here. He claimed he had 
been busy with a fund-raising drive for the Jackson Day Committee, 
and he had inquired prior to the filing date concerning an extension, 
and was advised by the collector of internal revenue that the press 
of personal business was not a legitimate ground for an extension. So 
the collector did not grant him an extension, so he filed a delinquent 
return. 

Mr. Kean. There would be no penalty in that case? 
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Mr. Franx. Oh, yes, he paid the 25 percent penalty. 

Mr. Kran. He paid a 25 percent penalty ? 

Mr. Frank. Yes, sir, plus 6 percent interest. 

In other words, he applied to the collector at the time, and said his 
reason for wanting an extension was that he was busy raising funds 
for the Jackson Day Dinner. and the collector said that is nota cood 
excuse, so he just ignored filing the return, but he later filed a delin- 
quent return and paid the 25 percent penalty and 6 percent interest. 

Mr. Kroeu. I believe 1939 was the first year that the reciprocal ar- 
rangement, that had existed theretofore between States for Federal 
employees and Federal employees on State taxes, was abrogated, was 
it not ¢ 

Mr. Frank. Yes, sir. 

Prior to that time State salaries had not been taxable. 

Mr. Krocu. The Public Salary Act of 1939. 

Mr. Frank. I believe that is it, Mr. Keogh. 

Mr. DeWrnp. Now, Mr. Frank, the bill of particulars, I believe, 
contained other charges against former Collector Smyth, including 
failure to act on a charge against one of the collectors, James Christ- 
man, that he obstructed the investigation of cases? 

Mr. Frank. Yes. 

Mr. DeWrnp. Was that charge investigated ? 

Mr. Frank. Yes, sir. 

Mr. DeWrnp. And was it sustained or not sustained ? 

Mr. Frank. No, sir. 

Our investigation disclosed that Collector Smyth referred the 
Christman case to the Intelligence Unit for investigation himself. And 
it was under investigation at the time that Doolan made the charge 
that Smyth had closed it out. 

Doolan’s charge in the letter says: 

Deputy Christman has been closed by Collector Smyth and Acting Chief Field 
Deputy Boland, although Deputy Christman’s partnership with O. 0. Barker has 
become a matter of record in the Barker trial. 

That was written in March of 1951, and our records show that on 
October 12, 1950, which is 5 months prior to this charge, Collector 
James G. Smyth gave information to Special Agent Charles E. Davies 
about the matter, and the Intelligence Unit obtained a jacket on the 
case dated November 20, 1950. 

And that is the case that has now resulted in the indictment of 
Christman, but on a different charge than was specified in the allega- 
tion. 

Mr. Byrnes. The allegation there as to what had happened, or what 
Christman had done, and so forth, when was that supposed to have 
occurred? How long before October 1950? 

Mr. Frank. Mr. Byrnes, this case is now under indictment and 
being prepared for trial. I just wonder whether I should go into the 
dates. 

Mr. Byrnes. That is why I do not want to go into the details of 
what itis. But I would like to know how long a time transpired before 
the event happened, and things got started and Smyth turned it over 
for investigation in October or November. 

Mr. Frank. The first complaint that was made merely related to 
Christman engaging in outside accounting practice. 

Mr. Byrnes. When was that made, and by whom? 
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Mr. Franx. In 1948, by a deputy collector named Jackson. 

Mr. Byrnes. It was made in 1948 ¢ 

Mr. Frank. Yes, sir. Our investigation showed that no action 
was taken on that. In other words, it was not reported to the 
Intelligence Unit. It was closed by Mr. Boland and Mr. Smyth had 
nothing to do with it. 

Mr. Byrnes. In other words, his name does not appear in the file? 

Mr. Frank. No, sir, nothing to indicate that Collector Smyth had 
anything to do with that complaint. 

Mr. Byrnes. All right. 

Mr. Frank. The next complaint that came in on the Christman 
matter was on October 12,1950. That is not quite accurate. I do not 
know the exact date, but it was in October 1950 that Smyth received 
additional information on Christman, and he referred it to Davis, the 
special agent in charge, on October 12, 1950. 

Mr. Byrnes. The same day? 

Mr. Frank. No, I believe it was a couple of days prior, but I know 
it was just a short time prior that he received the information. 

Mr. Krogu. You would describe it as an expeditious referral ? 

Mr. Franx. Yes, sir, a fairly prompt referral. 

Mr. Byrnes. Is this the information that you obtained from the 
files of the case, or on the basis of an investigation ¢ 

Mr. Frank. On an investigation. 

Mr. Byrnes. Do you know whether any complaints were received 
between 1948 and October 1950 with regard to Christman ? 

Mr. Frank. Between 1948 and 1950, there were none that I know 
of received by Smyth. 

Mr. Byrnes. By anybody? 

Mr. Frank. The Intelligence Unit had a reference from the post 
office inspectors. 

Mr. Byrnes. You do not have to go into the details of the matter. 

Mr. Franx. October 28, 1949, the post office inspectors made a ref- 
erence, not to Collector Smyth, but to Special Agent in Charge Ralph 
Read, who is now retired. 

Mr. Byrne’. Was there anything done with reference to that com- 
plaint or refercnee? 

Mr. Franx. No, sir. 

Mr. Byrnes. There was no investigation made of it ¢ 

Mr. Frank. No, sir, the Intelligence Unit, Mr. Read said it was not 
worthy of investigation. 

Mr. Byrnes. Was there any other occasion where a complaint was 
made ? 

Mr. Frank. No, sir; those are the only three I know of. The first 
one in October 1948, by Deputy Jackson, and then this one which 
was made to Boland and Smyth did not know about, a second one 
in 1949 by the post office inspectors to Special Agent in Charge Ralph 
Read, which I don’t believe Collector Smyth knew about, although I 
believe he told the post office inspectors that if they wanted to, they 
could refer it to Collector Smyth. I don’t know whether that was 
done or not. 

Mr. Byrnes. You do not know whether that was done or not? 

Mr. Frank. No, sir. 

Mr. Byrnes. So really you cannot say that Smyth did not have 
knowledge of that particular complaint ? 
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Mr. Frank. No, sir. At the time we were trying to check on this, 
Collector Smyth would not be intervie wed by us because of the grand 
jury action. There was nothing in the file to indicate that he had 
received it. I willsay that. We checked that. But I cannot answer 
for Smyth as to whether he received it. 

Mr. Byrnes. You never checked with the post office people to see 
they did advise Smyth of it ? 

Mr. Frank. No, sir, I did not. 

Mr. Byrnes. Those are the only three complaints / 

Mr. Frank. Yes, sir. 

Mr. DeWinp. Mr. Frank, in the bill of particulars, is it not a fact 
that a charge was made that Collector Smyth had improperly con- 
nived to prevent an investigation of tax returns of two employees of 
the collector’s office, in which unfounded exemptions for dependents 
were claimed ? 

Mr. Frank. Yes. 

Mr. DeWrnp. | have not mentioned those names on purpose until 
I ask you whether that charge was investigated. 

Mr. Frank. Yes, sir; it was. 

Mr. DeWrnp. Was the charge sustained? Was it found that Col- 
lector Smyth had improperly connived in preventing an investiga- 
tion of those returns? 

Mr. Frank. I am quite sure that is in the indictment. Yes, sir; 
that is in the indictment. 

Mr. DeWrnp. There is a charge in the indictment in relation to 
that? 

Mr. Frank. Based on that; yes, sir. 

Mr. DeWinp. What is the charge in the indictment ? 

Mr. Frank. It is overt act No. 11 of the conspiracy indictment 
which names Smyth. It says: 


_ 


During the course of an investigation being carried on by a deputy collector 
regularly assigned thereto concerning the income-tax returns of Anna L. Yee 
and Albert Yee for the years 1946, 1947, 1948, said defendant John J. Boland 
called said deputy collector into his office at 100 McAllister Street, San Fran- 
cisco, and told him that said defendant, Paul V. Doyle, wanted to look at said 
Yee returns. Thereupon said deputy collector gave them to said defendant 
Doyle. After about 1 year and 3 months had elapsed said deputy collector in- 
quiring as to what had become of said returns and why his investigations had 
been interrupted was then told by Boland that the case was then being reas- 
signed to another deputy for investigation and was so reassigned; and upon 
being promptly completed on or about July 12, 1951, it resulted that refunds 
due and owing to the United States because of illegal deductions made by the 
taxpayers for alleged dependents for the year 1946 had been barred by the run- 
ning of the statute of limitations due to the lapse of the aforesaid 1 year and 
3 months. 

Mr. DeWinp. Does that charge in any way involve the former 
Collector Smyth ? 

Mr. Frank. He is named in the indictment as a coconspirator with 
Doyle and Boland. 

Mr. DeWinp. With Doyle and Boland? 

Mr. Frank. Yes, sir. 

Mr. DeWrnp. Is that a case of a charge made in the bill of particu- 
lars that was sustained, then? At least sustained to the extent it 
resulted in an indictment ? 

Mr. Frank. Yes, sir; an indictment has been filed upon that. 
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Mr. DeWinp. Was there not a charge in the bill of particulars, Mr. 
Frank, that Collector Smyth had been involved and connived in tak- 
ing care of delinquent tax returns for a public-relations man and 
other individuals? 

Mr. Frank. Yes, sir; that is the Glenn Graves—— 

Mr. DeWrnp. I intentionally did not mention the name until I in- 
quired whether the charge had been sustained by investigation. 

Mr. Frank. It has not been. 

Mr. DeWrn»p. As a result of your investigation, it has not been 
found that charge is true? 

Mr. Frank. That is, we did not find any evidence to sustain that 
allegation. 

Mr. DeWrnpv. And you got all information concerning it that Mr. 
Doolan gave you? 

Mr. Frank. Yes, sir. 

Mr. DeWrnp. Did you make as complete an investigation as you 
could have of the charge? 

Mr. Frank. Yes, sir. 

Mr. DeWtinp. Did you speak to the individuals that were said to 
be involved ? 

Mr. Frank. Yes, sir, we obtained affidavits from them. 

Mr. Byrnes. Was there anything at all in that case to furnish the 
ground for suspicion at all? 

Mr. Frank. No, sir. 

Mr. Byrnes. There was not any aspect of the allegation made by 
the bill of particulars that had any foundation— 

Mr. Frank. There was a public-relat ions man in the office there who 
was a former newspaperman. 

Mr. Byrnes. I mean other than personalities. I refer to conduct 
and activity. 

Mr. Frank. No, sir. The conduct of the individual involved in it 
appeared to us as a result of our investigation to be entirely proper. 

Mr. DeWinpv. Did Mr. Doolan disclose to you the source of his 
information on which he based his charge? 

Mr. Frank. Yes, sir, he did, and the source denied it. We have 
affidavits from the people who he said were present here. The name 
is mentioned in the charge, and they denied that that had occurred. 
They gave us affidavits to that effect. 

Mr. DeWrnp. How did Mr. Doolan learn of the matter? What was 
his information ? 

Mr. Frank. He had been in some club where these people were 
present and claimed that he talked to this publicity man who is 
mentioned in the allegation and that the publicity man had made cer- 
tain statements to him about Smyth and this other publicity man, and 
it was said in the presence of three officers, Marine officers, and we 
interviewed the man who was alleged to have made the statement, we 
interviewed the officers and obtained affidavits from all of them that 
that did not transpire. 

Mr. DeWrnp. And you found no other evidence to sustain the 
charge ? 

Mr. Frank. No, sir, we did not. 

Mr. DeWinp. Did you ever arrive at any explanation for the charge 
having been made? 
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Mr. Frank. No, sir, we did not investigate why Mr. Doolan made 
the charge. We investigated that he had made it and tried to go to 
his sources, but as to what impelled him to make the charge, we have 
made no investigation. 

Mr. DeWinp. The source of the charge was a conversation that he 
had said had taken place during a social gathering at a club; is that 
the fact ¢ 

Mr. Frank. Yes, sir. 

Mr. DeWrnp. Mr. Chairman, it is 12:30. Do you wish to adjourn 
for lunch ¢ 

Chairman Kine. Have you a suggestion ? 

Mr. DeWinp. I would suggest that we adjourn until 2: 30 if it suits 
the committee. 

Chairman KING. Very well; since there is no objection, the com- 
mittee will be in recess until the hour of 2: 30. 

(At 12:30 p. m., a recess was taken until 2:30 p. m., the same day.) 


AFTER RECESS 
Chairman Kine. Proceed, Mr. Counsel. 


TESTIMONY OF WILLIAM E. FRANK, SPECIAL AGENT IN CHARGE, 
SEATTLE DISTRICT, INTELLIGENCE DIVISION, BUREAU OF 
INTERNAL REVENUE—Resumed 


Mr. DeWrnp. Mr. Frank, before lunch, we had begun to discuss the 
items in this so-called bill of particulars in order, and we had referred 
to the James Christman case and the charges concerning James Christ- 
man. I think you said that a period of something like 2 years elapsed 
from the time the charge was made against Christman concerning 
preparation of tax returns for fees, that no investigation was made of 
that charge; is that correct ? 

Mr. Frank. No, sir. I don’t believe I stated it that way. The first 
charge that we have record of was in 1948, and the complaint reached 
Boland and he made some investigation of it and closed it out with- 
out any action, without referring to the Intelligence Unit. Then there 
was another complaint that was received by the Intelligence Unit in 
November 1949, by Mr. Read, the special agent in charge, and he re- 
ferred that back without doing anything on it. And the third com- 
plaint that was received was in October 1950, and on that one the 
case was jacketed. 

Mr. DeWinp. So, the first jacketed investigation that occurred was 
in 1950, although complaints had been conting in since 1948? 

Mr. Franx. Two complaints. 

Mr. DeWinp. Two complaints? 

Mr. Frank. Yes, sir. 

Mr. DeWinp. Have you been able to find any reason why no jacket 
was made and an investigation started on those earlier complaints? 
What was the reason for the long delay ? 

Mr. Frank. The first one, in 1948: The investigation showed that 
an accountant by the name of Kennedy came in to see Boland and 
asked that the complaint be withdrawn. He said that the taxpayer 
involved in the case had had a nervous breakdown and he didn’t want 
to cause any more trouble, and just drop the whole thing. It appeared 
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that Boland had dropped the matter, and when we questioned Boland 
about it he didn’t even remember that he had talked to Christman or 
to the accountant. He had made no record of it, and just dismissed 
it as not being worth while going into. 

The second complaint: The only thing I have been able to ascertain 
from that is that Special Agent in Charge Read didn’t believe that the 
information was worthy of investigation at that time. 

The third one: Special Agent in Charge Davies believed it was 
worthy of investigation; at least, he assigned it for preliminary in- 
vestigation. After the special agent made preliminary investigation, 
he requested the case sacket. 

Mr. DeWrnp. This second complaint in 1949 against Christman, who 
made that complaint ? 

Mr. Frank. It wasn’t so much in the nature of a complaint. The 
post-office inspectors gave some information to Mr. Read. 

Mr. DeWrnp. It came from the post-office inspectors? 

Mr. Frank. Yes, sir. 

Mr. DeWinp. But no investigation of it was made by Mr. Read ¢ 

Mr. Frank. No, sir. 

Mr. DeWrnv. Do you know why he considered it to be unworthy of 
investigation ? 

Mr. Frank. He didn’t think that it required it. He suggested to 
the post-office inspectors that they refer it to the collector. 

Mr. DeWinp. What was the nature of the information that the post 
office inspectors gave to Mr. Read ? 

(No response. ) 

Mr. DeWinp. We do not need it in detail. What was the general 
nature of the information ? 

Mr. Frank. I would like to refer to the notes. 

Mr. DeWrnp. All right. 

Mr. Frank. From my summary here, it appears that the only in 
formation the post-office inspectors gave Mr. Head was that the deputy 
collector was engaging in work outside of his employment as a deputy 
collector. 

Mr. DeWrnpv. What kind of work? 

Mr. Frank. The sale of land that had been picked up on tax sales, 
not Federal tax sales, but 

Mr. DeWrnp. Local real-estate tax sales? 

Mr. Frank. Yes. 

Mr. DeWrnp. He was engaged in buying up and selling such prop 
erties ¢ 

Mr. Frank. Yes, sir. 

Mr. DeWrnpv. Was that the only information that was given ? 

Mr. Frank. No: I believe he mentioned that he was doing it with 
a fellow named Barker, who the post-office inspectors had under 
investigation. 

Mr. DeWinp. And that is how the Post Office got into the case. 
They were investigating Barker ? 

Mr. Frank. Yes, sir. They subsequently indicted Barker, but 
they didn’t do anything with respect to Christan. 

Mr. DeWinv. Was there any suggestion in the information that the 
Post Office turned over that Mr. Christman’s real-estate operations 
were illegal or connected in any way with his duties as a deputy 
collector ¢ ; 
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Mr. Franx. No; not that I would read into the letter. 

Mr. Byrnes. May I interrupt there, Mr. Chairman ? 

Chairman Kine. Mr. Byrnes. 

Mr. Byrnes. Do I understand you to say that what the Post Office 
Department did was to tell Read that Christman was engaged with 
Barker in land transactions or tax-sale real estate ? 

Mr. Frank. Yes, sir. 

Mr. Byrnes. And then they subsequently indicted Barker; is that 
correct ? 

Mr. Franx. Yes, sir. 

Mr. Byrnes. It would seem to me, if a man is engaging with another 
man in a transaction that results in an indictment against one, there 
certainly is a very serious question raised as to the criminal violations 
of some law by the man with whom he has associated in the transac- 
tions. In this case, apparently the information was that it was 
Christman—— 

Mr. Frank. I don’t have the full file. I don’t believe it was that 
he was engaging in it. It was that he was using the same mail box 
or something with Barker. 

Mr. Byrnes. That was submitted to Read; is that it? 

Mr. Franx. Yes. 

Mr. Byrnes. And Read just decided that it was not of any con- 
sequence ? 

Mr. Franx. No; he wrote a letter, which is in the file, suggesting 
to the post-office inspectors that they refer it to the collector.. 

Mr. Byrnes. Why would he not do that, then? Why would not 
Read do that? 

Mr. Franx. I don’t know, sir. 

Mr. Byrnes. What position did Read hold at that time? 

Mr. Franx. He was special agent in charge. 

Mr. Byrnes. Why was he not, as a special agent in charge, really 
responsible in part to investigate it himself? Is not that part of their 
iob? 

Mr. Frank. We have numerous complaints referred to us with 
respect to tax evaders and personnel, and it is up to the special agent 
in charge to evaluate what should be investigated and what should 
not, and what should be turned over to other departments to handle. 
My assumption would be that he decided that this was something that 
the collector’s office could handle administratively instead of the In- 
telligence Unit making an investigation of it. 

Mr. Byrnes. Who would normally make an investigation, let us say. 
if this happened up in your area where you come from? Who would 
make an investigation of a case like this? 

Mr. Franx. Of outside employment, I would probably refer it to 
the collector. 

Mr. Byrnes. Would you refer it direct yourself, or would you tell 
the Post Offiee Department up there to make a reference ? 

Mr. Franx. Hindsight, I would say that I would refer it to the 
collector myself; but whether I would have done it at that time, I 
don’t know. 

Mr. Byrnes. You are not sure exactly to what extent this informa- 
tion given to Read by the Post Office Department involved Christ- 
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man in the actual activities that Barker was engaged in and for which 
he was subsequently indicted ¢ 

Mr. Frank. No, sir; my recollection is that it was a short letter, 
and it did not give too many details. 

Mr. Byrnes. Did you make an investigation as part of your cur- 
rent investigation of that situation ‘ 

Mr. Frank. Yes, sir. That letter was attached to my original of 
this report. It is in the files. 

Mr. Byrnes. Could I ask counsel, do you have a copy of that? Have 
you seen it ¢ 
* Mr. DeWrnp. No, Mr. Byrnes. My understanding is that letter 
suggested that Christman had been involved with Barker in possible 
mail fraud in that he permitted Barker to use a mail box in Christ- 
man’s name. 

Mr. Byrnes. That is my understanding: That they were tied to- 
gether in a somewhat common engagement, as a result of which one 
of them was indicted—namely, Barker—and in this case Read just 
decided, “Well, I am not going to have anything to do with this,” 
and says to the Post Office Department, “You better get in touch with 
the collector.” Is that really what happened ¢ ‘ 

Mr. Frank. My recollection, as I told you before, is that that let- 
ter had something to say about a mail box and the use of it. When I 
read it, I didn’t think it implicated Christman, and the post-office 
inspectors were making an investigation; and I would probably have 
assumed that, if the post-office inspectors developed anything on 
Christman, it would be referred to us. 

Mr. Byrnes. Did anybody follow up and find out what the post- 
office inspection actually revealed as its conclusions ¢ 

Mr. Franx. They indicted Barker, but they did not indict Christ- 
man. And then our subsequent investigation of that showed that 
Christman did not have connection with Barker’s business. 

Mr. Byrnes. Did you check with the investigators of the Post Office 
Department and find out what their files showed as far as their con- 
clusions with regard to Christman’s activities were concerned ? 

Mr. Frank. I did not, but the special agent who investigated the 
Christman case, 1 know, did. 

Mr. Byrnes. Do you know what those files revealed ? 

Mr. Frank. They showed that there was no connection between 
Christman and Barker on those transactions. 

Mr. Byrnes. There is no question in your mind but that is what 
those files show # 

Mr. Frank. Yes, sir. Otherwise, I believe Christman would have 
been indicted with Barker. 

Mr. Byrnes. I am just wondering whether they decided that they 
would let the Internal Revenue Bureau take care of Christman, since 
he was one of their employees. 

Mr. Frank. If he was guilty of mail fraud, it would be the post- 
office inspectors that would have to take care of it, and not us. 

Mr. Byrnes. You have a lot of instances where cases should have 
been taken care of but nobody takes care of them. So, I do not think 
that really fundamentally answers the question; does it? They did 
report it 1n this instance to the Internal Revenue Bureau, to Special 
Agent Read; did they not? 

Mr. Frank. Yes, sir. 
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Mr. Byrnes. So, they must have thought there was something 
there about Christman’s activities that were out of line. Would that 
not be a natural assumption ! 

Mr. Frank. Yes, sir. 

Mr. Byrnes. The first complaint, 1948: You say Boland is the one 
that received the information on that complaint? 

Mr. Frank. Yes, sir. 

Mr. Byrnes. He decided, you say, that it was not worth while to 
have an investigation. 

On what basis did he reach that conclusion; do you know? 

Mr. Frank. No, sir. 

When we talked to him, he did not remember the incident at all. 

Mr. Byrnes. Is was just a matter of his offhand judgment at the 
time, apparently ? 

Mr. Frank. No; the accountant who had been involved in the thing 
gave us a statement that he had gone to Boland and told Boland to 
ignore the matter because his wife was ill. And when we asked Boland 
about that he just did not remember anything about the transaction 
at all. 

Mr. Byrnes. Would the illness of a client have anything to do with 
whether Christman had done something wrong ? 

Mr. Frank. Apparently it was the accountant who made the com- 
plaint in the first instance, and then he wanted to stop the matter, be- 
cause he said the client was ill and it did not amount to anything. 

Mr. Byrnes. You mean because he was mentally ill and therefore, 
he was just making up some charges that did not amount to anything, 
or what ¢ 

Mr. Frank. No; I think he was just sick, not mentally ill. 

Mr. Byrnes. I just cannot get the connection between the inform- 
ant’s illness and whether or not Christman did something that was 
right or wrong. 

Mr. Franx. The complaint was that Christman was preparing net- 
worth statements and keeping books for this taxpayer who was ill. 
The collector’s office can give permission to employees sometimes to 
engage in employment, but not that type of employment. So, the 
record shows that Christman was warned at that time not to engage 
in that work, and that was all that was done about it. 

Mr. Byrnes. He did receive an official reprimand, then ? 

Mr. Frank. There is nothing in the file to show that he did, but the 
file here shows that his superior did warn him to stop engaging in 
that outside work. 

Mr. Byrne. Who was his superior ? 

Mr. Franx. Here is what my file shows on it [reading]: 

Deputy Collector Edward Roddy, Christman’s squad chief, testified that Boland 
told him he had reprimanded Christman and that he himself had at another 
time told Christman to lay off such activities as those in the Todd case, as they 
would only get him in trouble. 

Mr. Byrnes. Will you read that again ! 

Mr. Frank (reading) : 

Deputy Collector Edward Roddy, Christman’s squad chief, testified that Boland 
told him he had reprimanded Christman and that he himself had at another time 
told Christman to lay off such activities as those in the Todd case— 
that was the ill taxpayer— 


as they would only get him in trouble. 
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Mr. Byrnes. That is the only reason he should lay off, because it 
might get him into trouble? It was not that it was against the regu- 
lations of the Department ¢ 

Apparently, then, they did feel that they had done something here 
that was not proper and that could get him in trouble. 

Mr. Frank. Yes, sir. 

Mr. Byrnes. But they did not check to find out whether it had got- 
ten him into trouble ¢ 

Mr. Frank. And they did not refer it to the Intelligence Unit at the 
time. 

Mr. Byrnes. That is all. 

Mr. Kean. How much does it cost to rent a post-office box? 

Mr. Frank. I have no idea, sir. 

Mr. Kean. It is only a small amount; is it not? 

Mr. Frank. I would imagine $4, $5, $6 a quarter; something like 
that. It would depend on the size of the box. 

Mr. Kean. The biggest possible one is probably $7 a quarter; some- 
thing like that? 

Mr. Frank. Yes, sir. 

Mr. Kean. Do you think that Mr. Barker used- Mr. Christman’s 
box merely to save $7? 

Mr. Frank. I do not know, sir. 

Mr. Kean. But, I mean, the statement was made about the fact that 
the only thing wrong about this was the question of using somebody 
else’s box. That seems to me a rather naive conclusion. It seems to 
me that Mr. Barker was definitely using Mr. Christman’s box with the 
idea that people would know that Mr. Christman, a man who was 
known as an employee of the Department, was in the business with 
him. 

Mr. Frank. I have some recollection that Barker sold out that tax- 
sale business to Christman. Christman took it over. 

Mr. Kean. There was something more?’ 

Mr. Frank. That developed in a later investigation when the case 
was jacketed. 

Mr. Kean. The first statement you made was that the only thing 
that the Department investigators had looked into was the fact that 
they had had a box together. 

Mr. Frank. They did not look into that at that time. The time 
I am speaking of was later when they jacketed the case and then looked 
in and developed all the information. 

Mr. Byrnes. Do you know what happened to Barker after tho 
indictment ¢ 

Mr. Franx. Barker was convicted. 

Mr. Kroen. That indictment was for mail fraud? 

Mr. Frank. Yes, sir. 

Mr. Keocu. Not for using the box, but for indulging in mail fraud? 

Mr. Frank. Yes, sir. 

Mr. Curtts. Was the receipt of money in that box a material point 
in the mail fraud ¢ 

Mr. Frank. I do not know, sir. Iam not familiar with the Barker 
trial. 

Chairman Kine. Mr. Frank, what is Mr. Christman’s situation ? 

Mr. Fran. He is under indictment at the present time as a result 
of the Intelligence Unit investigation which was started. 
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Mr. Kean. On this matter? 

Mr. Frank. No. He is under indictment as a result of the investi- 
gation that was started in October 1950, which Collector Smyth re- 
ferred to Mr. Davies; and as a result of that investigation he is under 
indictment at the present time. 

Mr. Kean. On other matters? 

Mr. Frank. Yes, sir. 

Chairman Kine. I might add, Mr. Kean, I think I am perhaps 
correct that in regard to postal boxes I believe in many communities 
they are at quite a premium, are most difficult to obtain, and that per- 
haps could account for the sharing of a box. 

,’roceed, Counsel. 

Mr. DeWrnp. Mr. Frank, you say Mr. Christman is now under in- 
dictment. What is the charge in that indictment? 

Mr. Frank. A violation of section 55, title 26, United States Code, 
disclosing confidential information received in the course of income- 
tax investigation; and the disclosure alleged in the indictment was 
made to Barker. 

Mr. DeWrnp. The charge is that Mr. Christman disclosed infor- 
mation from a tax return to Mr. Barker improperly; is that it? 

Mr. Frank. Yes, sir. He received $100 fee. It is alleged in the 
indictment that he received a $100 fee from Barker for giving him 
some information to help him in a civil suit. 

Mr. DeWrnp. In the bill of particulars was the charge made that 
these tax sales of real estate were related to fixing of Federal tax 
cases—that is, the Christman-Barker real-estate sales had some rela- 
tion to fixing of Federal tax cases ¢ 

Mr. Frank. Yes, sir. 

Mr. DeWrnp. Has that charge been investigated ? 

Mr. Frank. Yes, sir. It was investigated by the agent who investi- 
gated the Christman case. 

Mr. DeWixv. What has that investigation disclosed ? 

Mr. Frank. He informs me that he developed no evidence that 
that was so. 

Mr. DeWinpv. Did he check the identities of persons involved in the 
sales to see if they had tax cases ¢ 

Mr. Frank. I believe he did, sir. He made an income-tax inves- 
tigation of Christman also in connection with this, and went into the 
receipt of money and tried to trace it to people who would have tax 
difficulties with the Government. 

Mr. DeWrnp. So Christman’s personal finances and the identity of 
the persons involved in the real-estate sale have been checked, and 
no connection with Federal tax cases has been found; is that right? 

Mr. Frank. Yes, sir, that is my understanding. 

Mr. DeWinp. Mr. Frank, in your view does the failure of Mr. Ralph 
Read to initiate a personnel investigation of Christman reflect in your 
mind any basic problem that existed in the Special Intelligence Unit 
with regard to personnel investigations ? 

Mr. Frank. Ves. sir; it does, 

Mr. DeWinp. What do you think it illustrates as a problem ? 

Mr. Frank. That the Intelligence Unit had had twofold duties to 
perform. They were primarily charged with responsibility for mak- 
ing tax-fraud investigations and prosecuting criminal tax cases. And 
a great part of our time was devoted to that particular duty, and 
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under the Bureau procedures we were required to cooperate with the 
revenue agent’s office and the collector’s office in the investigation of 
those cases. 

At the same time, to a much lesser amount we were charged with 
investigating criminal violations on the part of employees of the 
Bureau, or serious infractions of the Bureau regulations. 

To some extent I have always considered that that set-up was in- 
compatible, because in one instance we were supposed to work with 
the collectors and revenue agents in charge, and cooperate closely 
with them in making these tax investigations. On the other hand, we 
were supposed to investigate the very people who were our colleagues 
and associates on these tax cases, and it caused some considerable diffi- 
culty in getting complete cooperation and harmony between the inves- 
tigators, because one day the special agent might be cooperating with 
a deputy collector and the next day he would be investigating a friend 
of that particular deputy collector. 

So in my experience the Intelligence Unit on the personnel cases, 
which to us were an important but minor part of our work, concen- 
trated on personnel cases that involved criminality, bribery, em- 
bezzlement, any corrupt act. Wherever we had an allegation that a 
deputy collector had embezzled money or accepted a bribe or extorted 
money we immediately investigated it. But all minor derelictions 
such as engaging in outside employment, being drunken and disor- 
derly, matters of that kind which were violations of the Bureau regu- 
lations, it is true, but were not in the category of criminal offenses, we 
tried not to go into those so that we would not antagonize the very 
people we were required to work with. 

In many instances I have received complaints to that effect myself, 
and I would refer it to the collector and say to the collector, “Will 
you look into this and please stop the man from doing it?” and he 
could deal with him administratively rather than by my initiating an 
investigation of that individual, if there appeared to be nothing im it 
except that he was indulging in outside work. 

One of the reasons that I would do that during the time was because 
of the high cost of living, a lot of deputy collectors being in the lower 
brackets of salary would try to supplement their earnings by working 
on the outside, without going through the proper channels to get 
permission to do it, and I did not consider it a very serious offense for 
them to engage in outside employment, although I realized that, par- 
ticularly where they would get into accounting work, there was poten- 
tiality for danger there. 

Mr. DeWrnxp. What you are saying is that the whole set up of per- 
sonnel investigations in the Bureau, as you saw it, was not well 
designed to get effective investigations of personnel ? 

Mr. Franx. That was my personal opinion, sir. 

Mr. DeWinp. Since this subcommittee began its investigations the 
Bureau has announced the adoption of a separate Inspection Service 
to handle personnel work, which will have no relation to the Intelli- 
gence Unit. Does that seem to you to begin to meet that problem ? 

Mr. Franx. Yes, sir. I believe that solves our problem entirely, 
and I for one am very happy to have the Intelligence Unit relieved 
of that work and have the Inspection Service do it. I believe that they 
will be freer to do it than we were, because we were under heavy 
pressure at all times on these tax cases to work them, and every time 
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we would divert our men to personnel work it was slowing down the 
tax cases. 

I personally very much prefer to have the Inspection Service handle 
this work rather than to have the Intelligence Unit do it. 

Mr. DeWrnp. Primarily to avoid agents who work with collectors 
and internal-revenue agents from having to investigate the people 
they work with? 

Mr. Frank. That is right, sir. 

That was the real difficulty that we encountered, that we had to 
work on the very people were working with. 

Mr. Byrnes. Excuse me. You have been talking generally about 
what you found in your other areas; is that not true! 

Mr. Frank. Yes. 

Mr. Byrnes. What did you find existed here in the San Francisco 
area? Did the Intelligence Unit make any investigations of personnel ? 

Mr. Frank. Yes, sir, they did. They would make investigations 
of any cases that involved criminality, and I believe they made them 
promptly and took action on them. Matters of outside employment, 
I believe they took the same course of action that I did, that they 
would try to get the collector’s office to take care of it themselves 
rather than go into it as a jacketed investigation. 

Mr. DeWrnp. In that process, though, you are bound to have cases 
which do not appear very serious at the outset and which are not 
investigated because of this system, which should be investigated by 
personnel agents? 

Mr. Frank. That is right, sir. I think all special agents in charge 
are human and make mistakes in judgment, and when we have to 
evaluate matters that are referred to us we sometimes underestimate 
what is involved in the case and refer to the collector when probably 
we should assume jurisdiction and investigate ourselves. 

Mr. DeWrnp. Then you believe that in San Francisco, as in other 
places, that the inducements in the system not to make thorough-going 
personnel investigations had a bearing on failure to investigate cases 
here ? 

Mr. Frank. I would think so, sir. 

Mr. Byrnes. Where you had a situation where the large number 
of the personnel working in the Bureau offices were very close friends 
of the collector, your difficulty would be multiplied considerably, 
would it not ? 

Mr. Frank. Yes, sir. 

Mr. Byrnes. Because all of your personnel problems would be gen- 
erally referred to the collector and the collector would be the personal 
friend of the people against whom charges would be made? 

Mr. Frank. Yes, sir. 

Mr. Byrnes. Did you find that was the situation that existed in 
this district? 

Mr. Frank. I don’t believe that the Special Agent in Charge Read 
was a personal friend of former Collector Smyth. 

_ Mr. Byrnes. That is not the question I am asking you. The ques- 
tion is whether the people who might be complained against as having 
outside activities incompatible with their Government activities, 
whether those people generally were personal friends of the collector. 

Mr. Frank. I misunderstood you, Mr. Byrnes. I believe it prob- 
ably would work out this way. If a complaint was referred and there 
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was some deputy who was not personally friendly or favorable to the 
collector, he would probably make an investigation and take action 
on it, while if it was somebody that he was personally friendly with 
and politically associated with, he might not. ; 

Mr. Byrnes. What did you find really happened here? Did you 
make any investigation of that ¢ 

Mr. Franx. Yes, sir. There was apparently no connection between 
Collector Smyth and Christman in this particular case that you have 
reference to. We could not find any. 

Mr. Byrnes. Did you find any other cases, though, or did you limit 
your investigation to this Christman case ‘ 

Mr. Frank. No; there were a number of other personnel cases that 
we went into, and I didn’t find that he stopped any investigations or 
didn’t refer them because they were friends of his. 

Mr. Byrnes. He may have referred them to the collector, but what 
did the collector do? Do you have any evidence that no action was 
taken because the people against whom the complaint was filed were 
his friends? 

Mr. Franx. No, sir; we have no complaint that the collector did 
not refer them, and the cases that Read referred to the collector, I 
don’t know what action the collector took on them. Some, for example, 
the Anater case, I am sure the file shows that at one time Read, as he 
did in the Christman case, referred some complaint to the collector 
and told the collector he should do something about it, and apparently 
the collector did not. 

Mr. Byrnes. You do have some evidence that that did transpire? 

Mr. Frank. Yes; and then later the complaints kept coming in on 
Anater, and finally the Intelligence Unit took action of its own ac- 
cord, because there was an accumulation of them. 

Mr. Byrnes. Do you have any other cases? 

Mr. Frank. No, sir; that is the only one I recall offhand. I don’t 
know of any other similar to that. 

Mr. Byrnes. Did you try to go into that to any great extent in 
your investigation ? 

Mr. Frank. No, sir. Our time was too limited to explore all those 
possibilities. After I had recommended the dismissal of Collector 
Smyth, I didn’t believe it would be productive to further explore that, 
as the disciplinary action had st haat been taken. 

Mr. Byrnes. Thank you. 

Mr. DeWinp. The next item on the bill of particulars was this 
matter of this Anna and Eleanor Yee that we referred to before lunch. 
As I understand that situation, it was a question of the same depend- 
ency exemptions being claimed on different tax returns; is that correct? 

Mr. Frank. Yes, sir. If you will recall, I mentioned that is cited 
as an overt act in the Smyth-Boland indictment. 

Mr. DeWinv. Yes; you said it is in the indictment as part of a 
conspiracy. 

Mr. Frank. Yes, sir. 

Mr. DeWrnp. As I understand what the charge is there, it is a 
charge that there was a conspiracy to permit the statute of limitations 
to run on these tax returns which involved claiming the same de- 
perndents as exemptions in two different returns. Is that the gist of 
the charge? 

Mr. Franx. I would so interpret the indictment. 
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Mr. DeWinp. In your investigation of that matter, did you find any 
explanation of why the statute of limitations might have been per- 
mitted to run? Was any pressure created on Mr. Boland or anybody 
from an outside source to let the statute of limitations run on that 
case ¢ 

Mr. Frank. I don’t believe I should discuss that, sir, because that 
will be subject to the trial of that case. 

Mr. DeWinp. Did you find evidence of outside pressure? 

Mr. Frank. No, sir. 

Mr. DeWrnp. Did you find any outside persons interesting them- 
selves in the matter? 

Mr. Frank. Yes, sir. The one that is named in the allegation here. 

Mr. DeWrnp. Was that in the indictment? You mean in the bill 
of particulars. 

Mr. Frank. In the bill of particulars. 

Mr. DeWrnp. But the name does not appear in the indictment. 

Mr. Frank. No, sir. 

Mr. DeWrnp. I don’t want to bring out that name at the present 
time. It will come up in connection with the indictment. 

Mr. Franx. I don’t think so, sir. I don’t know. 

Mr. DeWrnp. But it might? 

Mr. Franx. He is named in the bill of particulars, but he is not 
named in the indictment, so I don’t know whether it would come up 
or not. 

Mr. Byrnes. When was this indictment returned ? 

Mr. Frank. December 11, 1951. 

Mr. Byrnes. Was this a case that you presented to the grand jury 
from your investigation ? 

Mr. Frank. We didn’t present any cases as such. We were merely 
called before the grand jury to testify to the result of our investiga- 
tions and as a result of what we testified, the indictments were returned. 

Mr. Byrnes. Did the Bureau have an investigation of this case 
pending when vou came in in November ? 

Mr. Frank. Of this Yee matter? 

Mr. Byrnes. Yes. 

Mr. Frank. The investigation had been made and completed in 
May 1951. 

Mr. Byrnes. Do you know if the file shows when it was started # 

Mr. Frank. In that same month, I believe. 

Mr. Byrnes. It was started and completed in the same month ? 

Mr. Frank. Yes, sir. Well, no, sir. The investigation of this 
Yee case started quite a while back, and then it was stopped, and 
reopened again in May of 1951. 

Mr. Byrnes. It was reopened in May? 

Mr. Frank. Yes, sir; and that is the subject of the indictment 
here. In other words, that is specified in the indictment. 

Mr. DeWrnp. You said that you did find evidence in the investi- 
gation of this matter that some outside person had intervened on be- 
half of the Yees. 

Mr. Frank. Yes, sir. 

Mr. DeWinp. Who was that outside person ? 

Mr. Frank. A man named David Buckley. 

Mr. DeWinp. Were you able to determine the reason why Mr. 
Boland should aecede to Mr. Buckley’s request to postpone action on 
that case? 
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Mr. Frank. I don’t know whether Mr. Buckley ever spoke to Mr. 
Boland about it. 

Chairman Krna. Mr. Keogh. 

Mr. Keocu. Mr. Chairman, I would like to renew my objection 
to any lines of questioning that might bring out at this hearing any 
of the facts that are to be developed on the trial of any pending in- 
dictments, especially putting on record the names of anybody who 
might or might not be a witness for the United States of America, or 
the defense in the trial of such indictments. 

Chairman Kine. Proceed, Mr. Counsel. 

Mr. DeWinp. Did your investigation disclose what part Mr. Buck- 
ley played in this case? 

Mr. Frank. Yes, sir. 

Mr. DeWixp. What did Mr. Buckley do about it? 

Mr. Frank. He appeared at the internal-revenue office and spoke 
to Deputy Collector Sullivan, who was handling the case at the time, 
and Sullivan asked him if he would file power of attorney in the 
case, and he said “No,” so Sullivan refused to deal with him fur- 
ther. He then left and so far as Sullivan knows he never came back. 
Whether Buckley spoke to anybody else there, we have not been 
able to ascertain. 

Mr. DeWtxp. Was it after that that the investigation of the Yee 
tax returns was stopped / 

Mr. Frank. Yes, sir. 

Mr. DeWrnpv. Shortly after that visit? 

Mr. Franx. It was taken away from Sullivan and given—held up 
for a while, and then reassigned. 

Mr. DeWrnp. So Mr. Sullivan said, “I am going ahead and I am 
not going to talk to you, Mr. Buckley,” and the case was taken away 
from him shortly thereafter. 

Mr. Frank. Yes, sir. 

Mr. DeWinv. Who took the case away from him? 

Mr. Frank. Again, Counsel, that is one of the overt acts in the in- 
dictment here. 

Mr. Byrnes. Is it listed in the indictment? 

Mr. Frank. Yes, sir. 

Mr. DeWinp. As I recall the indictment set forth that it was held 
up a year and a half. 

Mr. Frank. A year and 3 months. 

Mr. DeWrnp. And the statute of limitations ran in the meantime? 

Mr. Frank. Yes, sir. 

Mr. DeWrnp. That is the charge in the indictment ? 

Mr. Frank. Yes, sir. 

Mr. Curtis. Who is this man Buckley? 

Mr. Frank. He is 

Mr. Curtis. Is he an employee of the Bureau ? 

Mr. Frank. No, sir. May I refer to my report? This is merely a 
summary report; it does not state specifically. I believe he has some 
city position, and he is active politically in Chinatown. 

Mr. DeWrnp. I think I asked the question, and I don’t think you 
got an opportunity to answer it. Who was responsible for assigning 
the case away from Deputy Collector Sullivan ¢ 
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Mr. Keoen. Mr. Chairman, is not that the question to which the 
witness responded that that was one of the overt acts in the pending 
indictment against these individuals? 

Mr. Frank. Yes, sir; that is what I answered to that question. 

Mr. Keocu. Then I renew my objection. 

Mr. Kean. But that is public. 

Mr. Krocu. The overt act in the indictment is public, but the sus- 
taining of the charge in the indictment is the burden of the United 
States attorney on the trial of the indictment and, I think, not one of 
the purposes of the committee of inquiry. 

Mr. DeWinp. Mr. Keogh, I meant simply to ask what was the 
charge in the indictment. I meant who was charged in the indictment 
with transferring the case from Deputy Collector Sullivan in the 
public indictment. 

Mr. Keocu. I see. I thought you asked who was responsible for the 
reassignment of the case, but you mean who—— 

Mr. DeWinp. Who was charged with that responsibility in the 
indictment. 

Mr. Frank. In the overt act, two employees whose names are men- 
tioned are Paul V. Doyle and John J. Boland. 

Mr. Krocxu. Now, as I understand your answer to that question, 
Mr. Witness, you are simply saying that those two named are charged 
in the indictment with having caused the delay. 

Mr. Frank. Yes, sir. 

Mr. Keocu. You are not saying that they did cause the delay. 

Mr. Frank. No, sir. 1 merely picked their names out from the 
indictment, that that is what the indictment says. 

Mr. Byrnes. Were Anna and Eleanor Yee employees of the Bureau ? 

Mr. Frank. Yes, sir. 

Mr. Byrnes. Are they still employees? 

Mr. Frank. Yes, sir. 

Mr. Byrnes. Are they still working? 

Mr. Frank. Yes, sir. 

Mr. DeW inp. Has any charge been made against them of fraud 
in connection with the claiming of these double exemptions so to 
speak ¢ 

Mr. Frank. There was an anonymous letter written charging fraud 
and upon investigation the report showed that there was no fraud in 
the returns that they had submitted, but the 5 percent negligence 
penalty was assessed against them. 

Mr. Kean. You mean to say that when three members of the family 
give the same people as their dependents that is not then considered 
by the department as fraud, but merely as negligence ? 

Mr. Frank. No, sir. I believe the investigation of that case, if 
you would go into it in detail, would show it was not fraud, that it was 
negligence. 

Mr. Kean. It is beyond me. 

Mr. Kroon. Caused mainly by the one not telling the other what 
she or he has done in her individual return. 

Mr. Franx. It is a very complicated set of facts, and if the com- 
mittee would like to have the special agent who investigated it go 
into the details of it, he is available, and also the Deputy Collector 
Sullivan—not Sullivan, Deputy Collector Carey made the investiga- 
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tion and went into it. If you would want to hear them as to justify 
them as to why they arrived at that conclusion, I think they would 
be better qualified to do it than I would. 

Mr. Kroon. Your review of the file led you to believe that the con- 
clusion was proper? 

Mr. Frank. Yes, sir. 

Mr. Curtis. Do you ever run into any negligence of that kind run- 
ning in favor of the Government where no one claims the dependents, 
thinking somebody else will? 

Mr. Frank. I don’t know how you could find that, Mr. Curtis. 

Mr. DeWrnp. In any event, Mr. Frank, it is your view that there 
was a complicated family situation here in which two members of the 
family both claimed the same dependents in the returns that they 
filed ? 

Mr. Frank. Yes, sir. 

Mr. DeWinp. And you have found no evidence that satisfied you 
that this double claiming was the result of willful connivance? 

Mr. Frank. I would say that I do not believe that there was any 
evidence available which would have sustained a charge of fraud 
against them before the United States Tax Court. 

Mr. DeWrnp. You are referring to civil fraud ¢ 

Mr. Frank. Yes, sir. 

Mr. Kean. In other words, Mr. Frank, what you mean is that there 
was no way that this could be proved to be fraud sufficiently for a 
conviction in court? 

Mr. Frank. Not only for a conviction in criminal court, but I 
did not believe that the degree of evidence that the Tax Court re- 
quires would have been satisfied by the facts that the investigation 
developed. 

Mr. Kean. It was not the fact that you do not think there may not 
have been fraud but that the fraud could not be proven? 

{ No response. ) 

Mr. Kean. There are a lot of these tax cases which should be taken 
to court which are not taken to court because people do not think they 
ean get convictions. 

Mr. Frank. Yes, sir, I believe that is true. We differ with the 
attorneys many times on that point. 

Mr. Byrnes. What positions do these ladies hold in the Bureau ¢ 

Mr. Frank. Some minor clerical positions. 

Mr. Byrnes. What do you mean by minor clerical? Do you know 
what position they hold? 

Mr. Frank. I don’t know the exact position, but I know it is not 
any head of division or in charge of any section or anything like 
that. ; 

Mr. Byrnes. I suppose that could be secured for us? 

Mr. Frank. Yes, sir. 

Mr. Byrnes. I wonder if you could get that information and simply 
supply it for the record at this time? 5 

Mr. Franx. Yes, sir. 

Chairman Kine. If there is no objection, it is so ordered. 

(The information referred to is as follows:) 

Anna L. Yee is a grade 2 clerk in the Audit Section of the Income Tax Divi- 
sion. Eleanor Y. Lee (nee Yee) is a grade 3 machine operator in the Returns 
Section of the Wage and Excise Tax Division 
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Mr. DeWixp. Mr. Byrnes, a member of our staff has been informed 
that the Yees occupy clerical positions in the collector’s office. They 
are not deputy collectors. | . 

Mr. Byrnes. I would just like to have the classification and what 
section they are in for the record. 

Mr. Frank. Yes, sir. 

Chairman Kine. Did I understand, Mr, Frank, that your conclu- 
sions were, upon perusal or a study of the reports in connecton with 
these two women. that there had not been fraud ¢ 

Mr. Frank. Yes, sir. 

Mr. DeWinp. Mr. Frank, the next item in the bill of particulars 
refers to a situation in which the allegation was made that returns of 
named taxpayers for the year 1949 were filed on February 7, 1951, and 
that the date of receipt was backdated to May 14, 1950. Can you 
identify the charge 1 am referring to? 

Mr. Frank. Yes, sir. 

Mr. DeWinp. Was that matter investigated ? 

Mr. Frank. Is is under investigation at the present time before the 
United States grand jury. 

Mr. DeWrnv. Has any conclusion been reached in your investiga- 
tion as to the truth of that matter ¢ 

Mr. Frank. I believe the return was backdated. I don’t know who 
did it. 

Mr. DeWinp. You say your investigation has not disclosed who 
did it? 

Mr. Frank. That is right. 

Mr. DeWrnp. But you do believe that the return was backdated ? 

Mr. Frank. Yes, sir. 

Mr. DeWrnp. In fact, it was filed on or about February 7, 1951, and 
stamped “May 14, 1950" ¢ 

Mr. Frank. Yes, sir. 

Mr. DeWIunp. Why should it be stamped “May 14, 1950°% Would 
the proper filing date have been prior to March 15? 

Mr. Frank. There was an extension granted on the return. 

Mr. DeWinp. | see. There had been an extension of time. 

Mr. Frank. Yes, sir. 

Mr. DeWinp. But the return was not filed during that period of 
extension, but was dated back to fall within the extension period. 

Mr. Frank. Yes, sir. 

Mr. DeWinp. What was the result of that backdating in terms of 
costing the United States money ¢ 

Mr. Frank. It evaded a delinquency penalty of 23 dollars and 
some cents; $25.81 was the penalty involved. 

Mr. DeWinp. Let me ask this: Have you found evidence of extensive 
backdating of returns going on in the collector’s office? 

Mr. Frank. Whatever evidence we have found of backdating, we 
have supplied to the grand jury. It has been the basis of most of the 
indictments that have been found. 

Mr. DeWrnp. That has been the principal thing that you have 
discovered in the collector's office that was wrong ? 

Mr. Frank. Yes, sir. 

Mr. DeWinp. That is, the backdating of returns? 

_ Mr. Frank. Yes, sir. And when you say extensive, we have four 
indictments. We have some others that are in the course of investi- 
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gation, and before the grand jury, involving the same thing, and at 
the most I don’t think it would be more than five or six or seven or 
eight, and when you take that out of the millions of returns filed, 
I would not know whether that would be a proper word, that is, to 
say it was extensive backdating. But that is all we have found 
so far. 

Mr. DeWinp. Was Collector Smyth in any way involved in any 
of the backdating activities ¢ 

Mr. Frank. Yes, sir. One count—I am talking about the indict- 
ment now. 

Mr. DeWinp. Is this a part of the public indictment? 

Mr. Frank. Yes, sir, he is charged in the indictment with back- 
dating his own 1945 return. That is a charge in the indictment. 

Mr. DeWrnp. So your investigation has disclosed a number of in- 
stances of backdating returns involvi ing a number of important people 
in the collector’s office, is that correct # 

Mr. Frank. Yes, sir. 

Mr. DeWrnp. So while it may not be a large proportion of the 
total returns filed, it was a major problem in the proper administra- 
tion of that office? 

Mr. Frank. Yes, sir. 

Mr. Curtis. Who dates the return when it does come in in due 
course ¢ 

Mr. Frank. The one who receives it. 

Mr. Curtis. And who is that? 

Mr. Franx. Many people in the collector’s office receive returns. 

Mr. Curtis. When you say they were backdated, do you refer to 
the date on the return and the acknowledgment or affirmation on 
there, or do you refer to the date that is st: imped on them, or do you 
refer to both? 

Mr. Frank. I refer to the date that the collector’s stamp shows 
the return as liad received in the collector’s office. 

Mr. Curtis. Did you ever find some returns dated prior to the 
date that the form was printed to be used # 

Mr. Frank. There is one case that is under indictment at the present 
time, the indictment involving Doyle and the attorney, Cosgrove, and 
I believe that enters into the evidence in that case. 

Mr. DeWrnp. This particular return that you referred to here in 
this case that you say is now before the grand jury involved only : 
small amount of money saved, some $23, you have said. 

Mr. Frank. Yes, sir. 

Mr. DeWrnp. I suppose in other cases you have discovered the 
amount was greater than that? 

Mr. Frank. Yes, sir. The three indictments of Doyle and Cos- 
grove, the amount of penalty that the indictment alleges they evaded is 
a total of approximately $38,000. 

Mr. DeWrnp. Of penalties avoided ? 

Mr. Frank. Yes, sir. 

Mr. DeWrinpv. Now, as a result of your investigation can you 
generalize on the causes of this backdating, how it came about? Did 
you find the same causes going through many of these cases? 

Mr. Frank. To generalize, which is—— 

Mr. DeWrnp. The sort of thing I mean, Mr. Frank, is this: Is this 
backdating of returns done at the request of friends? Is it done 





INTERNAL REVENUE INVESTIGATION 1971 


under any particular pressures? Why is there this pattern of back- 
dating of returns? What is the cause of the problem? 

Mr. Franx. We have not found in any of the instances—then I 
am again talking about the things that are under indictment. 

Mr. DeWinp. I am asking you to generalize from what you have 
seen whether you think there is a particular 

Mr. Frank. When I generalize, I do it on the basis of my knowledge 
of those indictments and my conclusions based upon what I know 
about them. 

Mr. DeWrnp. All right. I am not asking you to discuss the evi- 
dence in any particular case for the moment, but simply to generalize 
from a group of cases as to what you think the trouble was that caused 
the continual backdating of returns in the collector’s office. 

Mr. Franx. My generalization would be that it was done for friend- 
ship, political favors, and motives of that kind, rather than for money. 

Mr. DeWrnp. You find no evidence of bribes to backdate returns? 

Mr. Frank. No, sir: we have not found any evidence of bribes. 

Mr. DeWrnp. So what you found was evidence of political and 
other friendships at work? 

Mr. Frank. Yes, sir. 

Mr. DeWrnp. For which favors were done? 

Mr. Frank. Yes; that is what I believe. 

Chairman Kine. The committee will recess for 5 minutes. 

(Short recess. ) 

Chairman Kine. Mr. Byrnes is going to inquire. 

Mr. Byrnes. I wonder if you could tell us, just so this record will 
be straight here, how they go about back-dating returns. How does 
the system work ? 

Mr. Frank. If a return is due on March 15, 1951, the taxpayer 
comes in on September 2, 1951, and they should date the return 
September 2, 1951. He should then pay a deliquency penalty because 
he filed the return late. 

Mr. Byrnes. And he would also pay his tax itself at that time, would 
he not? 

Mr. Franx. Yes, sir. 

You can file a delinquent return and not pay the tax, or you can 
file a return with remittance and pay the tax at that time. 

But you could just come in and file a delinquent return and still 
not pay the tax, saying vou do not have the money, and then it is set 
up on the books as an account owing, and they then try to collect it 
from you. But the penalty applies when you bring it in late. 

Mr. Byrnes. Now, a fellow comes in. Let us first take a fellow 
that comes in, and he does not have the money, but he comes in and 
gets it back dated by hook or crook. That is a tax liability there. 
He is not assessed the penalty because they have dated it back to 
March 14. 

Mr. Frank. Yes: to March 14. 

Mr. Byrnes. So there is no penalty. 

But there is the tax. Does that not automatically show up, then, 
on the books on September 2 when the cash is received ? 

Now, excuse me. Weare talking about a case where he does not pay, 
but it is set up on the books as a liability, an amount owing to the 
Government. 
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Does that not automatically show right away that it is back dated 
and that there is something wrong? 

Mr. Frank. Yes, sir. That is why we find them. 

Mr. Byrnes. Why does not the office find them, somebody else in 
the office? Do they not make any check? 

Mr. Frank. I do not believe there is a cross-check on all the hun- 
dreds of thousands of returns that they receive, that there is any 
automatic cross-check made between the date on which the return 
is filed and the date on which it is entered on the books. 

Mr. Byrnes. Your books would not balance, would they, if you 
have cash received on September 2, or if you have a tax liability going 
onto the books on September 2, when it should have been on March 14 
according to the date of the return which has been back dated? 

Mr. Franx. It could have been that the return was filed on the due 
date and then the money was not paid until September 2 when the 
money comes in. 

Mr. Byrnes. That would show an interest payment, though, would 
it not? If they paid it that late it would not coincide with the actual 
original tax liability. 

Mr. Frank. That is right. Where the money would come in late it 
would show an interest payment. 

Mr. Byrnes. Would these people pay an interest payment in con- 
nection with a back-dated return / 

Mr. Frank. In some instances they did and in some instances they 
did not. 

Mr. Byrnes. What about a cash account! <A fellow comes in, and 
he again by hook or crook gets them to back date it to March 14. 
He is coming in on September 2, and he pays in cash or in check the 
tax liability. 

Does that not show up on the books as the books being out of balance ¢ 

Mr. Frank. I do not believe there is any way in the collector’s office 
of cross-checking all those accounts. But the supervisors could ex- 
plain that. They are the ones who are supposed to audit those books 
and check them. 

Mr. Byrnes. Do they make audits? Do they check that? 

Mr. Frank. Yes, sir. 

Mr. Byrnes. Then does that not make back dating almost an impos 
sibility, if you have an accurate check? 

Mr. Franx. I think there are just so many accounts outstanding, and 
so many variations in it, that there is no possibility of ever attaining 
an absolute balance that they can check against. But lam not familiar 
with how the supervisors check that. 

Mr. Curtis. Mr. Byrnes, would you yield right there ? 

Mr. Byrnes. For the moment. 

Mr. Curtis. If a return is back dated and filed out of time but shows 
that it is filed on time, and a payment, either by cash or by check, is 
likewise paid out of time but is shown to be paid on time, does that 
involve two offices ¢ 

Mr. Frank. Yes, sir. If they change the cashier’s record to show 
that the payment was received earlier you would have two places where 
there was a falsification. But we have not found any instances of that. 

We have found that the cashier’s records would be right and the 
date stamp would be wrong. That is how we found them, through 
the cashier’s records. 
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Mr. Curtis. And the cashier’s records merely show the cash re- 
ceived ¢ 

Mr. Frank. Yes, sir. 

Mr. Curtis. And not how much of that cash was tax and how much 
was penalty or how much was interest 

Mr. Frank. Oh, yes, it shows the breakdown of the amount. 

Mr. Curtis. When a cashier would receive, say, a tax due on March 
15, he would receive that September 2, and it would show no part of 
that was interest or penalty. That would be wrong on its face, would 
it not ¢ 

Mr. Frank. The way I know that that would happen would be that 
the cashier would not receive it. Somebody else in the office would 
receive it and then send it through to the cashier’s office. 

As to what explanation they would make to the cashier’s office, I 
know in one instance the explanation was made that the matter had 
been held up on the desk and then put through at a later date, that it 
had been lost in the process and turned over to the cashier at a later 
date. 

Mr. Byrnes. Do you have that happening quite a lot? 

Mr. Frank. No; not quite a lot. But that was involved in one of 
the cases. 

Mr. Byrnes. Would that not put a cashier on notice that something 
was amiss, if somebody has got cash laying around on their desk, or 
some place around the office, that should be turned over to the cashier 
and deposited in the Government’s account? Would that not put the 
cashier on notice ¢ 

Mr. Frank. We have found a number of instances where checks like 
that have been held on the desk of one of these employees and had not 
been processed for quite a period of time afterward. That also was 
the subject of the indictment. 

Mr. Byrnes. How many cases have you found here of back dated 
returns over-all ¢ 

Mr. Frank. Approximately eight. I think that is an accurate count. 

Mr. Byrnes. Did you check those as specific cases, or did you run 
into them through the audit of the accounts and books ? 

Mr. Frank. We found them as specific cases. We have not run into 
them. 

No, there would be more than that. 

In one of the cases there is a whole series of returns extending over 
a period of about 2 years, where monthly returns each month were 
back dated. I counted that as a single instance. 

Mr. Byrnes. That is what I had in mind, how many individual 
cases of back-dating you have run into. 

Mr. Frank. T would say 8 or 10. 

Mr. Byrnes. And you have found those on the basis of a specific 
investigation of that particular case / 

Mr. Frank. Yes. 

Mr. Byrnes. Has anybody come in and made an audit of the records 
and accounts ? 

Mr. Frank. The supervisors have been doing that since last May. 

Mr. Byrnes. But they have not come up with a final report? 

Mr. Frank. They are supposed to refer those matters to us as they 
find them, but they have not. 
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Mr. Byrnes. You mean they have not referred any cases to you? 

Mr. Frank. Of back-dating of cases like that. 

Mr. Byrnes. Have you checked with them to make sure that they 
have not found any others? 

Mr. Frank. Yes. 

Mr. Byrnes. In other words, you are convinced that so far, at least, 
between the two sections working in here, that there are only eight 
cases today ? 

Mr. Frank. Yes, sir. 

Mr. Byrnes. Now, does that happen in other collectors’ offices, this 
back dating? 

Mr. Frank. I don’t know how many other instances have been 
developed during the course of the years. I remember one case in my 
own district several years ago where we found a similar circumstance. 
We investigated and obtained a conviction against the deputy collec- 
tor who was involved in it. That would be, I would say, about 2 years 
ago. It occurs from time to time. I have no idea how frequently it 
does occur or how many cases there have been throughout the United 
States of a similar type. 

Mr. Byrnes. How much money would you estimate was involved in 
penalties in these eight cases? 

Mr. Frank. With the exception of the three that are in the indict- 
ment, which amounted to approximately $38,000, the others were all 
small amounts. I would have to itemize them. I would say there 
would not be more than two or three thousand dollars. That would 
be a rough guess. 

Mr. Byrnes. Do you know whether the Department has ever given 
consideration to using a dating machine which would make it inn- 
possible to back date? 

Mr. Frank. I do not know, sir. That would be within the province 
of the supervisors who check on the collectors’ offices to go into matters 
like that. I have thought about it and the only conclusion that I could 
arrive at would be that you probably could set up a foolproof system 
that would stop it, but it would be so cumbersome that it would slow 
down the work of the offices so much that it is better to take a calcu- 
lated risk on it than it would be to install a system. Otherwise, I think 
they would have done it. 

Mr. Byrnes. I cannot see anything particularly cumbersome about 
a clock-dating machine which 1s in pretty constant use, or a machine 
that can be sealed so it would make it impossible to date it back, or 
control your dating devices so you know who has them. It just occurs 
to me that here you have a case of improper conduct that could and 
should be stopped pretty readily as soon as the first case came up which 
would show that it was being used at all. 

That is all, Mr. Chairman. 

Mr. Curtis. How do you handle a situation where on March 15, any 
time before midnight, a great number of returns are postmarked / 
Do you not sometimes have more than you can open or process in the 
next day or so? 

Mr. Frank. Yes, sir. I know from having talked to collectors that 
when they have such a volume of mail around March 15 that they 
actually extend for a period of 3 or 4 or 5 days sometimes; that is, 
anything that is in the mail room at the end of 3 or 4 or 5 days, they 
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stamp as being received on March 15. So there you would actually 
have back dating that is approved. 

Mr. Curtis. Something mailed on the due date is within the regu- 
lations anyway; is it not ¢ 

Mr. Frank. Yes, sir. 

Mr. Curtis. And in those cases there is no defrauding of the Gov- 
ernment in any way ¢ 

Mr. Frank. No, sir. 

Mr. Kroon. And that is the type of situation that makes it impossi- 
ble to reconcile the daily receipts as shown by the cashier’s records 
and the total that those receipts should be for that day as shown by 
the time stamp on the returns? 

Mr. Frank. Yes, sir. I believe there is a real mechanical problem 
there of handling the returns and the collections and the collector’s 
accounts. 

Mr. Byrnes. Just a minute. When you take and get a return that 
was postmarked the 14th of March, but is not received until the 16th, 
the stamp on that return shows the 16th, does it not? 

Mr. Frank. No, sir. 

Mr. Byrnes. Do you not fix the envelope showing the postmark as 
the date it was mailed? 

Mr. Frank. They do. But I believe it is the practice in the collec- 
tor’s office, I understood from them, that at that filing time anything 
that is within the mail room within the 3 or 4 days, they accept as 
having been filed on the due date. 

Mr. Byrnes. And they stamp them all as having been received on 
March 14, or 15? 

Mr. Frank. Yes, sir. 

Mr. Byrnes. In other words, they are engaging in a fiction? 

Mr. Frank. I have never seen it done, but I have heard that was a 
practice. 

Mr. Kroon. Excuse me. If you will permit me to observe, Mr. 
Byrnes, in some of the collection districts in large cities like New York, 
they receive at that time of the year more mail than can be physically 
opened in a day. 

Mr. Byrnes. That is all right. 

Mr. Keocu. Should they penalize the taxpayers whose envelopes 
are not opened on the day received ? 

Mr. Byrnes. I am not suggesting they penalize anybody. But I 
im suggesting that they have the record of the case show the fact, 
namely, show the date they actually did stamp and when it was mailed, 
and they are perfectly protected. 

Mr. Krocu. Then have someone wonder, in a few years, when that 
return is stamped on the 16th, having been received in the collector's 
office on the 13th or 14th, why no deficiency tax has been assessed. 

Mr. Byrnes. As long as the facts are shown, there will be no dif- 
ficulties. It is when you engage in these fictions that you run into 
difficulty. 

Mr. DeWinp. You mentioned a few minutes ago in discussing the 
question of back dating a situation where you found back dating 
going back over a period of 24 months that was in addition to the 
matters involved in the indictments. 

Mr. Frank. Yes, sir. 

Mr. DeWixp. What situation is that? 
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Mr. Franx. It is a matter before the grand jury. 

Mr. DeW inp. I am not asking for what has been presented to the 
grand jury. Iam asking what situation it was that your investigation 
developed. It is not a matter on which an indictment has been 
brought; is that right ? 

Mr. Frank. No, sir. They were monthly excise tax returns that 
were due each month, and they consistently were back dated. 

Mr. DeWinv. What taxes were involved, Mr. Frank ¢ 

Mr. Frank. About $900. 

Mr. DeWinpv. Of what type of tax? 

Mr. Frank. Excise tax. 

Mr. DeWinv. Do you remember which excise tax it was? 

Mr. Frank. Toilet articles. 

Mr. DeW inp. Retail tax on toilet articles? 

Mr. Frank. Yes, sir. 

Mr. DeWinp. Reported by a drug store? 

Mr. Frank. Yes, sir. 

Mr. DeWinp. And over a period of 24 months, this particular drug 
store’s excise tax reports were filed late and dated back ¢ 

Mr. Frank. Yes, sir. 

Mr. DeWinp. Who dated back those returns? 

Mr. Frank. Furtado. 

Mr. DeWrnpv. Mr. Furtado dated them back? 

Mr. Frank. Yes, sir. 

Mr. DeWrnp. That is a matter that was not included in the matters 
for which he was indicted, is that correct ¢ 

Mr. Frank. I am sure that they were not included in the matter on 
which he was indicted and pleaded guilty. 

Mr. DeWrnp. Is anybody else in the collector’s office involved i1 
that matter besides Mr. Furtado? 

Mr. Frank. Is what? 

Mr. DeWrnp. Did anybody else participate in this back-dating? 

Mr. Frank. That is what we are trying to find out, that is, the 
grand jury is trying to find out. 

Mr. DeWinp. Have you formed any conclusion from your 
investigation / 

Mr. Frank. I think somebody is involved. I don’t know whethe: 
we can prove it or not. 

Mr. DeWrnp. Let me put it this way: Has Mr. Furtado mvolved 
anybody in the back dating with him ? 

Mr. Frank. Yes; that is why we are working on it. 

Mr. DeWrnxp. And you have concluded that Mr. Furtado’s charge 
as to the person involved is correct from your investigation ? 

Mr. Frank. We have some corroborating evidence. How good it 
is, I don’t know. 

Mr. DeWtnp. I don’t want to appraise the quality of your evidence. 

Mr. Franx. No; we are trying to develop it, and it is before the 
grand jury at the present time. 

Mr. DeWinp. Whose returns were back dated, Mr. Frank ? 

Mr. Frank. It was mentioned in my testimony this morning in the 
charges against Tierney and Beresford. The Schumate Pharmacy 
returns. 

Mr. DeWinp. Were anybody else’s returns involved in this partic- 
ular matter or only the Schumate Pharmacy ? 
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Mr. Franx. The Schumate Pharmacy. 

Mr. DeWinp. Mr. Furtado actually did the back dating when the 
returns were filed; is that correct ? 

Mr. Franx. Yes, sir. 

Mr. DeWrnp. And he admits that? 

Mr. Frank. Yes, sir. 

Mr. DeWinp. Who directed him to do that, according to Mr. 
Furtado? 

Mr. Frank. He mentioned one particular individual and Beresford 
and Tierney. 

Mr. DeWrnp. You understand I am simply asking you what the 
charge is, not for any conclusion as to whether the person did or did 
not do it, but simply, What is the charge that Mr. Furtado makes? 

Mr. Frank. He was asked to back date these returns and he did so. 

Mr. DeWrnp. By Mr. Tierney and Mr. Beresford and a third 
person ¢ 

Mr. Frank. Yes, sir. 

Mr. DeWinp. Who isthe third person ? 

Mr. Frank. That is a matter that is pending before the grand jury. 
If vou want the name and believe it is all right——— 

Mr. DeWrnp. I believe it is quite all right. I would defer, of 
course, to the committee on that. Mr. Chairman, is there any 
objection ¢ 

Chairman Kine. Was it not disclosed this morning that it is public 
knowledge ¢ 

Mr. DeWrnp. No: it was not, Mr. Chairman. Mr. Frank, may I 
ask this, perhaps, to help the committee: Would it in any way preju- 
dice your investigation to have the name_stated here ¢ 

Mr. Frank. I don’t know. I don’t think it is up to me to say. 1 
think it would be up to the United States attorney’s office to say. 

Mr. DeWinp. Now in your view, at least, to give the committee the 
benefit of your opinion, would a revelation of that name now prejudice 
your ability to complete your investigation ? 

Mr. Frank. I don’t think so. 

Mr. DeWinpv. That is what I thought. I was quite confident that 
it would not. 

In that position, Mr. Chairman, I request that Mr. Frank answer 
the question with your approval. 

Mr. Keocu. Mr. Chairman, I would like, in an effort to be some- 
what consistent, to have my objection to that question noted on the 
record at this point. 

Chairman Kine. Let the record show that Mr. Keogh objects and 
was overruled. Answer the question, Mr. Frank. 

Mr. Frank. John Malone. 

Mr. DeWinp. You say you have corroborating evidence to support 
Mr. Furtado’s allegation. I gather from what you say that support- 
ng evidence pert uns on ly to some of the returns and not all? 

Mr. Frank. Yes, sir. 

Mr. DeWinpb. But you have obtained corroboration that, as to some 
of these 24 returns, Mr. Malone directed the back-dating ¢ 

Mr. Frank. Not directed it; no, sir. 

Mr. DeWinp. What is the corroboration ? I put the question to 
you again, Would it prejudice your investigation to disclose that ? 
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Mr. Frank. Well, I think so. It is a matter that is being investi- 
yated by the grand jury. 1 do not know what the developments will 
e from it. 

Mr. DeWrnp. You can understand, Mr. Frank, that very conceiv- 
ably the grand-jury investigation might lead the grand jury to con 
clude that there was not suflicient evidence to support an indictment ! 

Mr. Frank. Yes. 

Mr. DeWinp. But from the point of view of administration of the 
internal revenue system it might be important for this committee to 
know it? 

Mr. Frank. Until the grand jury decides that 1 don’t know what to 
do. I don’t know whether they are going to decide to indict or whether 
they are going to decide that there 1s not suflicient evidence to indict. 
I have no way of knowing. 

Mr. DeWinp. It has been the policy of this committee that the mere 
fact that a grand jury may be considering some matters relevant to 
the inquiry of this committee should not prevent the continuation of 
the inquiry. Any other decision, I think, would have hamstrung the 
inquiry of the committee. That is the situation that the committee 
has carefully considered, and in the light of that policy I put the ques 
tion to you as to what corroboration you have of Mr. Malone’s in 
volvement in the matter of back-dating the Schumate Pharmacy 
excise-tax returns. 

Mr. Franx. Two of the returns—I think the amount involved i 
penalties is $54—bear his jurat. 

Mr. DeWrnp. I see. 5So right on the face of the return is a jurat 
with his name on it indicating he must have known of it or tending 
to corroborate that he must have known of it? 

Mr. Frank. It shows that he jurated the return. 

Mr. DeWinp. What do you mean by the jurat on the return! He 
took the oath 

Mr. Frank. It shows him taking the oath, and the date it was filed 

Mr. DeWinp. Mr. Malone is a notary public? 

Mr. Franx. All deputy collectors are empowered to notarize returi 
and Government documents. 

Mr. DeW inp. So the person representing Schumate Pharmacy wl 
prepared the return swore to the return before Mr. John Malone ? 

Mr. Frank. Yes, sir. 

Mr. DeW inp. In two instances. 

Mr. Frank. Yes, sir. 

Mr. DeWinp. Mr. Frank, the next matter on the bill of particula 
is a case that is referred to as a case in which taxpayers were to bi 
indicted for fraud and failure to file returns and on a charge that 
returns were hastily prepared and back-dated in order to block tl 
investigation of that fraud. Can you identify the case I am talkin, 
about from that description / 

Mr. Franx. Yes, sir. 

Mr. DeWinp. Has that matter been investigated / 

Mr. Frank. Yes, sir. 

Mr. DeWinp. What is the result of the investigation ¢ 

Mr. Frank. We could find no evidence to support that allegati 
whatsoever. 

Mr. DeWinp. Did you find the returns that were referred to in tl 
charge; that is, the returns of these particular persons / 























INTERNAL REVENUE INVESTIGATION 1979 


(No response. ) 

Mr. DeWinp. Let me put that question a little differently. Were 
you able to identify the taxpayers referred to in this charge / 

Mr. Frank. Yes, sir; and the taxpayer had filed returns, and he was 
charged with fraud; and the taxpayer was indicted and convicted. 

Mr. DeWiunpv. Had the return been back-dated ? 

Mr. Franx. No, sir. , 

Mr. DeWinp. It was simply a fraudulent return that had been 
filed also as a delinquent return; is that right ¢ 

Mr. Frank. No, sir; it was just fraudulent. 

Mr. DeWinp. A timely filed fraudulent return / 

Mr. Frank. Yes, sir. 

Mr. DeWinp. And the taxpayer had been indicted and convicted ¢ 

Mr. Frank. Yes, sir. 

Mr. DeWrnp. That being so, would you identify the case / 

Mr. Frank. The so-called Crittenden case. 

Mr. DeWinpv. Who is Crittenden / 

Mr. Frank. The attorney for the taxpayer. 

Mr. DeWunp. The taxpayer was not Crittenden ? 

Mr. Frank. No, sir. The taxpayer was a woman named Katheryn 
Ann Jost. 

Mr. DeWinp. And Katheryn Jost was indicted and convicted for 
filing a fraudulent return ¢ 

Mr. Frank. Yes, sir. 

Mr. DeWrnp. There was no evidence of any misconduct on the part 
of employees of the collector's office or other employees of the Bureau # 

Mr. Frank. No, sir. 

Mr. Byrnes. When was this indictment returned, and when was 
the conviction obtained ¢ 

Mr. Frank. She was after trial found guilty April 8, 1948, and 
sentenced to 6 months’ imprisonment and a fine of $5,000. 

Mr. Byrnes. April 1948. Has there been any other investigation 
of any returns subsequent to 1948? 

Mr. Frank. Of this particular taxpayer ? 

Mr. byrnes. Yes. 

Mr. Franx. I do not know, sir. 

Mr. Byrnes. Did you check that? 

Mr. Frank. No, sir; I have not. 

Mr. Byrnes. I was wondering if this might have related to some- 
thing subsequent to this first charge upon which the indictment and 
conviction was obtained. 

Mr. Frank. We talked to the person who made the allegation, and 
we could not get any information from him that would enable us to 
pursue the matter as to what was involved. I think it was a mistake 
made by him when he made that allegation. 

Mr. DeWinv. You are referring to Mr. Doolan? 

Mr. Frank. Yes, sir. 

Mr. DeWinv. Mr. Doolan was unable to tell you any more about 
the matter ¢ 

Mr Frank. Yes, sir. 

Mr. DeWinpv. What did Mr. Doolan say about this case? How 
did it come to his attention ? 

Mr. Frank. That Walter Campbell, the regional counsel, told him 
about it. 
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Mr. DeWinv. That Walter Campbell told him that the returns 
had been back-dated ? 

Mr. Frank. Yes, sir. 

Mr. DeWrnp. That is what Mr. Doolan said? 

Mr. Frank. Yes, sir. 

Mr. DeWinp. You spoke to Mr. Walter Campbell, I assume? 

Mr. Frank. Yes, sir. He said he never told—he was the one who 
gave us the lead as to what the case involved. He said it was an 
attorney named Crittenden and not a taxpayer named Crittenden, 
and he said he never told Doolan any such matter. 

Mr. DeWinp. And in fact the returns had not been back-dated ? 

Mr. Frank. No, sir. 

Mr. DeWrnp. Then it is your conclusion that Mr. Doolan was 
entirely mistaken; is that correct ? 

Mr. Frank. Yes, sir: I think he was in error. 

Mr. DeWinp. Now, the next item in the bill of particulars referred 
to a charge that certain amended returns or substituted returns had 
been improperly filed on behalf of members of the San Francisco 
Police Department in order to forestall a fraud investigation. Was 
that charge investigated ¢ 

Mr. Frank. Yes, sir. 

Mr. DeWrnp. What was the outcome of that investigation ? 

Mr. Franx. We have been unable to obtain any evidence that 
supports that charge. 

Mr. DeWrnv. Have you examined the returns that were allegedly 
filed as amended or substituted returns ? 

Mr. Frank. We were never able to get anybody to identify what 
particular returns they were. By process of elimination and outside 
information we have gotten some names of police officers that we have 
checked, and they were not amended or filed back-dated, or anything 
that we can discover. 

Mr. DeWinv. As to any names that you were able to obtain you 
found the returns were timely filed and had not been altered ¢ 

Mr. Frank. Yes, sir. 

Mr. DeWrnp. Isthisa charge that Mr. Doolan made? 

Mr. Frank. Yes, sir. 

Mr. DeWinp. What does Mr. Doolan say about it? 

Mr. Frank. He said it was given to him by Deputy Collector 
Donati, I believe. 

Mr. DeWrnp. That is, the information concerning this charge came 
originally from Deputy Collector Donati? 

Mr. Frank. Donati denies that he told Doolan that. 

Mr. DeWrnp. I assume this is a statement by Mr. Donati under 
oath? 

Mr. Frank. Yes. 

Mr. DeWrnp. Was Mr. Doolan’s statement made under oath? 

Mr. Frank. Yes. 

Mr. DeWrnp. So you have a square conflict of testimony ? 

Mr. Frank. Yes. We have quite a few conflicts of that kind. 

Mr. DeWrnp. You say that by some means you were able to get 
certain names of police officers that you investigated. 

Where did those names come from ? 

Mr. Frank. Doolan gave us some. The grand jury gave me some 
others. One special agent who had been working on a police case 
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at that time, where there had been a trial and conviction—well, 
wasn’t a policeman who was tried and convicted ; it was somebody that 
was supposed to have paid bribes to a policeman; he was tried and 
convicted. 

We got some names from some other police officers. 

We got some from the files of the revenue agent’s office, some inves- 
tigations that they had made of police officers. We checked all those 
names. 

Mr. DeWinp. And it is conclusively established that no back-dated 
returns were filed ¢ 

Mr. Frank. I would not say conclusively. So far as we have been 
able to determine it, we have not been able to find the returns. 

Mr. DeWinp. As to the returns of all these named individuals that 
you have checked, it is clear that they were not back-dated? That is 
conclusive ¢ 

Mr. Fr AN KR. Yes, sir. Whether it referred to someb« ly else, I don’t 
know. 

Mr. Kran. How could you be sure that they were not back-dated ¢ 
You say you were sure that they were not back-dated. How could 
you be sure ? 

Mr. Frank. From a check of the records and the payments and 
everything, it appears to be in order, the serial numbers of the re- 
turns and the block numbers in the cashier’s office. 

Mr. Kean. Through the serial number of when the return came in 
you can tell that all is in order? 

Mr. Frank. The block numbers in the cashier’s office and the se- 
quence appear to be correct. 

Mr. Kran. Each return as it comes in has a serial number put on it ? 

Mr. Frank. Yes, sir. 

Mr. Byrnes. Would it be possible to hold up some serial numbers 
and not use them until necessary for the purpose of back-dating ? 

Mr. Frank. How would they know how many to hold up? 

Mr. Byrnes. Let me ask it in this way, then. 

Have you in this instance, in this office, found unused block numbers ? 

Mr. Frank. No, sir. 

Mr. Byrnes. So far as you know, they are all in use; every number 
has been used ? 

Mr. Frank. Yes, sir. 

Mr. Byrnes. So you would have no suspicion of the possibility of 
withholding some numbers just for use in emergency cases ? 

Mr. Frank. No, sir. I have no feeling that has been done or could 
be done successfully. 

Mr. DeWrnp. Just before leaving that, was it the Doolan charge 
that Mr. Donati had told him that he had been directed by one of his 
superiors to pull out the returns of certain police officials so that they 
could be delivered to his superior for the purpose of having them 
changed ? 

Mr. Frank. Yes, sir. Donati denied that and said that there had 
been an occasion when his superior had asked him for serial numbers 
of a certain block of returns and then told him to forget it. 

He told that to Doolan, but he said he did not know that they were 
policemen or anything like that. 

We interviewed the superior and he denied ever telling Donati 
anything about it. 
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Mr. DeWinp. Did Donati ever identify the block of returns he had 
been asked to deliver to his superior? 

Mr. Frank. He could not identify names. He could not identify 
whether they were policemen. We have an affidavit from Donati to 
that effect. 

Mr. DeWrnp. So you have run down every lead and source you have 
been able to get about this matter ? 

Mr. Frank. Yes. 

Mr. DeWinp. Tell me this: Suppose the Federal returns were to be 
compared with the California State income-tax returns of these indi- 
viduals that you have had named to you, and if those returns were 
similar, that would provide further proof that nothing was wrong? 

Mr. Frank. Somebody on your committee suggested that to us and 
we are doing that now. 

Mr. DeWinp. Now, the next item on the so-called bill of particulars 
is a little difficult to describe without giving the names. 

It relates to a public altercation between two deputies in a bar, in 
which one was said to have accused the other of delivering papers to 
local attorneys improperly. 

Can you identify that matter? 

Mr. Frank. Yes: I know the one you are referring to. 

Mr. DeWrnp. An investigation of that charge was made, was it? 

Mr. Frank. Yes, sir. 

Mr. DeWrnp. What was the outcome of that investigation ? 

Mr. Frank. We could not establish any substance to that allegation. 
There had been altercations at different times under circumstances 
with respect to what was involved here, but the delivery of papers was 
denied. 

Mr. DeWrxp. Were you able to identify the attorney who was 
charged with having obtained these papers and paid the deputies? 

Mr. Frank. Yes. 

Mr. DeWrwnp. And he has been investigated ? 

Mr. Franx. We are investigating him. 

Mr. DeWrnp. That investigation, then, is not yet fully completed / 

Mr. Frank. No, sir; that is tied in with another investigation. 

Mr. DeWrnp. So far you have found nothing to establish the truth 
of the allegations, but the investigation is continuing? 

Mr. Franx. With respect to this particular individual who is named 
in this charge, everything we have run down has indicated that there 
is no truth in this particular allegation, but with respect to the attor- 
neys in other instances, I don’t know. 

Mr. DeWrnp. That is a continuing investigation in which you have 
formed no conclusion as yet? 

Mr. Frank. Yes, sir. 

Mr. DeWrnp. This is not a matter that is before the grand jury? 

Mr. Frank. Yes, sir; it is in connection with another case. 

Mr. DeWinv. And you have made that information available to 
the grand jury ?’ 

Mr. Frank. Information on this matter here and the Tobey letter 
was before the Taylor grand jury. They have gone out of existence, 
and this other matter is before a subsequent grand jury. 

Mr. DeWinp. But you have not formed any conclusion or made any 
recommendation to the grand jury: the information has simply bee: 
made available to them in connection with their investigation ? 
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Mr. Frank. Yes, sir; and that attorney has been before that grand 
jury. 

Mr. DeWinp. Now, the next matter that was referred to in the bill 
of particulars was the so-called Anater matter that you referred to this 
morning. 

Would you please tell the committee what the charge was there and 
what the investigation has disclosed ? 

Mr. Frank. The charge is: 

During the period that the Sales and Seizures Division was under Anater’s 
supervision he and others purchased four business properties, which they 
operated during this period, and Anater failed to file timely income-tax returns 

d pay the tax due thereon. 

Anater’s activities have been under investigation, but no action has 
been taken because of the other individuals involved. We found 
that Anater had filed returns and paid the tax shown due on the 
return, that he was under investigation, and action had been taken 
igainst him. He has been separated from the service by his resigna- 
tion being requested. 

Mr. DeWrnp. Have the matters involving him been presented to the 
grand jury? 

Mr. Frank. I do not think so. 

Mr. Byrnes. When was he separated ¢ 

Mr. Frank. Last November, I believe. 

Mr. Byrnes. November of 1951? 

Mr. Frank. Yes, sir. 

Mr. Byrnes. Before or after you were assigned? You were assigned 
ere in October, were you not ? 

Mr. Frank. Yes, sir. 

The investigation had been in progress since the previous May, 
ind at the time we arrived here charges had been served against him 
ind we were waiting for the answer to the charges. While we were 

ere the answer came in and then the recommendation was made, and 
he Bureau acted just about the same time as we did on the cases that 
we were investigating. 

In other words, there was a whole bunch of people who had been 
nder charges at that time, and they were all separated, either by 
lismissal or resignation, at one time. 

Mr. Byrnes. You say that the investigation was started in May of 
1951 ¢ 

Mr. Frank. I can give you the exact date. The Intelligence Unit 
ise jacket is dated May 18, 1951. 

Mr. DeWrnp. Does the fact that Mr. Anater resigned at request 

dicate that you had no charges to make against him that would have 

stified firing him or removing him involuntarily ? 

Mr. Frank. I don’t know, sir. I did not review that case. I did 
ot make the charges. I did not read his answer, and I believe Mr. 
Davies would be the one to explain. What his recommendation was, 
[, offhand, do not recall, and why the Bureau took the action in separat- 

¢ him in that way, I do not know the reason for that. 

Mr. DeWinp. Ordinarily, is it your impression that the Bureau 

mld permit a man to resign without prejudice rather than removing 

m if he were guilty of misconduct that would justify removing 

m? 
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Mr. Franx. I feel certain if the Bureau thought that they had suffi 


cient evidence to recommend or to justify his dismissal that they would 


dismiss him rather than accept his resignation. 

Mr. DeWinp. Do you know what charges were determined agains 
Mr. Anater, that is, what charges were ultimately made ? 

Mr. Frank. No, sir; except in a very rough way that it was 
connection with this outside employment and interest in business, an 
so forth. I believe there were a series of charges. 

Mr. DeWinp. Is this unauthorized engagement in outside busine 
activity ¢ 

Mr. Frank. That was one of them, I believe. 

Mr. DeWinv. There was no allegation of official misconduct / 

Mr. Frank. That is official misconduct ! 

Mr. DeW inp. I should say misconduct in the handling of his offiei 
business as opposed to engaging in outside activities. 

Mr. Franx. I believe there were some other charges with respect t 
that, something to do with his expense accounts, I think, and there wer 
some other charges also. There were a number of charges. 

Mr. DeWinp. Was there any charge that he had mishandled a 
taxpayer's case? 

Mr. Frank. I believe there was one charge that related to his har 
dling of a tax return which tax matter is under collateral investigatio: 
In other words, that is an income-tax case being investigated of th: 
taxpayer who was connected with Anater. 

Mr. DeW inp. Was Mr. Anater charged formally with having e1 
gaged in some misconduct in the handling of that taxpayer’s return 

Mr. Frank. I do not know. 

Mr. DeWinpv. You do not know ? 

Mr. Frank. No, sir. 

Mr. DeWinpv. You did not conduct this investigation ? 

Mr. Frank. No, sir. 

Mr. DeWinp. It was conducted by Mr. Davies’ office? 

Mr. Frank. Yes, sir; it had been in progress since the previous May 

Mr. DeWrinp. The next item involved an allegation that three em 
ployees were engaged in the operation of a tax-accounting service, an 
that one of the three was active in protecting the clients of that a 
counting service when they came sts investigation for fraud. Ar 
you able to identify that case? 

Mr. Frank. Yes. 

Mr. DeWrnp. Was that matter investigated ? 

Mr. Frank. Yes, sir. 

Mr. DeWinpb. What was the outcome of that investigation ? 

Mr. Frank. We found no substance to the charge. 

Mr. DeW inp. That is, vou found no tax-accounting service had be: 
operating / 

Mr. Frank. Yes, sir; by that I mean we did not find that they wer 
engaging in a tax practice. 

Mr. DeW inp. In other words, your investigation revealed no bas 
for the charge whatever; is that correct ? 

Mr. Frank. That is right. 

Mr. DeWinp. Could you briefly state what your investigation co1 
sisted of ? 

Mr. Frank. We made tax investigations of the individuals, checking 
on their income and sources of income. We checked what they ha 
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been doing on their returns and their operations in the office. We 
interviewed the yeople in the office and took statements from them, and 
did everything that we could to determine whether there was any truth 
to this charge. 

Mr. DeWinp. In investigating the financial affairs of any employee 
vou use the tax returns and ‘the net-worth statements that have rec ently 
been filed ¢ 

Mr. Frank. Yes, sir. 

Mr. DeWrnp. Have you found that the filing of these net worth 
statements and financial statements by the employees is useful in 
the conducting of these investigations? 

Mr. Frank. Yes, sir. I think it would be very useful to the Inspec- 
tion Service. 

Mr. Kean. Did you find that these gentlemen were in any business? 

Mr. Frank. No, s 

Mr. Kran. No fetnhnauet 

Mr. Franx. No, sir. They were employees of the office and the only 
returns we could find them preparing were returns for taxpayers which 
deputy collectors are supposed to prepare. 

Mr. Kean. Yes, but what I asked was were they in any outside 
business ¢ 

Mr. Frank. No, sir; they were not in any outside business. Wait a 
minute. I do not have it in this report, but I believe one of them 
reported on his return some outside income, but it was from some busi- 
ness that his wife was in, I believe, some small amount. It did not 
relate to him and it was properly reported on the return, and it was 
not a violation of regulations. 

Mr. Kean. What did Mr. Doolan say about this allegation ? 

Mr. Frank. He told us that he had gotten it from somebody in the 
office who had passed it along’as a rumor to him or gossip to him. 
When we interviewed that person, that person gave us a statement 
under oath that he never said any such thing. 

Chairman Kine. Mr. Frank, counsel has just mentioned the net 
worth questionnaire. How long have you been employed, Mr. Frank, 
with the Bureau of Internal Revenue? 

Mr. Frank. I started with the United States Treasury Department 
on November 1, 1925, in the Customs Bureau, and I transferred to the 
Bureau of Internal Revenue in February of 1927. So I have been 25 
years this February with the Bureau of Internal Revenue, 28 years 
with the Treasury Department. 

Chairman Kine. What positions have you held successively, Mr. 
Frank, during the 25 years with the Bureau / 

Mr. Frank. With the Bureau I have held only two positions; I 
have been special agent and special agent in charge. 

Chairman Krxe. Now, Mr. Frank, throughout the country the com- 

ttee has had varying reports brought to it concerning the reaction of 
emplovees upon the institution of this questionnaire or net-worth state- 
ment imposed upon all employees of the Bureau who deal directly 
with the public. I understand some 2.500 to 6,000 employees are af- 
fected. What was your reaction at the institution of this questionnaire 
policy throughout the Bureau for certain employees? You can be 
very frank, Mr. Frank. 

Mr. Frank. Yes. sir. I will be. The investigations that I have made 
of personnel during the vears I have been with the Intelligence Unit 
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indicated to me that those questionnaires would be helpful to investi 
gators to keep the Bureau clean. Also, from the viewpoint of an ind 
vidual employee in the Bureau, I felt that a public officer has a publi 
trust, and he does not have the private life that an ordinary citize: 
would have, so that it was making no unressonable demand upon hii 
to request him to file that. I believe the Government has a right t 
request that of its employees, and that people have the right to loo 
into it to see what those public employees are doing. 

So I personally had no objection to filling out the questionnaire a1 
submitting it and for the service I thought it was a good thing. M 
Hoppe, of the new Inspection Service, asked me what I thought abo. 
it, and I said the same thing, but I also said that maybe if they look 
at my questionnaire and some of the others that Congress would gi\ 
us a raise. 

Chairman Kine. Do you have knowledge, Mr. Frank, of any nx 
In comparable positions to yours, or in the lesser positions of respon: 
bility, who threatened to resign or did resign or become offended at t! 
thought that they would be required to do such a thing? 

Mr. Frank. I only know of one who did that. I think most of t! 
men, or some of them, objected a little bit, thought it Was an invasi: 
of their privacy. I think most of us found it was a job to do becau 
we had not kept sufficient records ourselves to make it easy to do. | 
other words, a bookkeeper never keeps his own books. 

Chairman Kine. I see. 

Mr. Frank. But I think generally the service accepted it and did: 
mind it particularly. 

Chairman Kine. I am sure the committee will be pleased to kno 
that because in varying degrees we have been criticized, or even co 
demned, for bringing forward such an instrument, and requiring th 
old employees and trusted employees would be obligated to underg 
such treatment. However, I think it is well to know, and I think thy 
record here should probably show that for many years now men ai 
women seeking employment with the Bureau are obliged at the ti 
of their employment to fill out a financial questionnaire under oat 
is that correct? 

Mr. Frank. Yes, sir; since about 1935 it has been the practice. 

Chairman Kine. So what the committee, if it is solely responsil 
for this thing, accomplished by having that questionnaire policy 
cepted was merely to continue and bring alive or keep active the ve 
thing, or very similar thing to what was required of a private citiz 
upon applying for employment with the Bureau of Internal Revenu 

Mr. Frank. Yes, sir. In all the character investigations that t! 
Intelligence Unit made of new employees coming into the Burea 
we had a net-worth form which we required them to fill out and th 
became a part of the personnel file, and it was very helpful in our lat 
investigations to check up on that employee at a later date. 

Now, all this does is require him to keep a net worth statement 
to date, and have it on file so it can be readily checked. 

Chairman Kine. Then it would be fair to say that in your wid 
experience in the Bureau, and your wide acquaintance with the Burea' 
a very minimum number of employees affected felt that their rights a: 
employees or citizens were being violated or that they were being 
treated in a fashion not fitting a Government employee. 
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Mr. Frank. No, sir; I have a sincere feeling that most of them did 
not object to it, except the difficulty of making it out. 

Chairman Kine. It is disagreeable. 

Mr. Franx. We were away from our post of duty at the time it came, 
and we didn’t have our records available, and we had to get an exten- 
sion on it. I mean, it really is a job to fill out all the questions that 
were asked there, and it took a couple of nights work going through 
your records to try to get it down in proper form. 

Chairman Kine. It would bring to the attention of the revenue 
agent or a special agent or an agent in charge rather graphically what 
he often requires a taxpayer to do. You will be more sympathetic to 
such taxpayers, when you fish them out. 

Mr. Frank. The same thing happened when they started to check 
our income-tax returns. For the first time since I have been in the 
service, my own returns were checked while I was home at Christmas 
time. I think it is a good thing. 

Chairman Kine. Very good. Mr. Frank, we were not able, as you 
know, to complete what we would like to have you assist us with today, 
so we will have you back for a brief session tomorrow morning com- 
meneing at 10. 

Mr. Frank. Yes, sir. 

Chairman Kine. And then Mr. Stikeleather, who I understand is 
the supervisor, will follow you. 

Mr. Frank. Yes, sir. 

Chairman Kine. Very good. The committee will adjourn until the 
hour of 10 a. m. tomorrow morning. 

(Thereupon at 5 p. m., a recess was taken until Wednesday, Febru- 
ary 6, 1952, at 10 a. m.) 
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WEDNESDAY, FEBRUARY 6, 1952 


House or RepresENTATIVES, 
SUBCOMMITTEE ON ADMINISTRATION OF 
THe INTerRNAL Revenue LAws or THE 
CoMMITTEE ON Ways AND MEANS, 
San Francis 0, Calif. 
The subcommittee met, pursuant to recess, at 10 a. m., in room 276, 
Main Post Office Building, San Francisco, Calif., Hon. Cecil R. King 
(chairman of the subcommittee) presiding. 
Present: Representatives King, Keogh, Kean, Curtis, and Byrnes. 
Present also: Adrian W. DeWind, chief counsel; Bruno Schachner, 
special counsel; Donald Schapiro, assistant counsel. 
Chairman Kine. Proceed, Mr. Counsel. 


TESTIMONY OF WILLIAM E. FRANK, SPECIAL AGENT IN CHARGE, 
SEATTLE DISTRICT, INTELLIGENCE DIVISION, BUREAU OF 
INTERNAL REVENUE—Resumed 


Mr. DeWInp. Mr. Krank, continuing with the so-called bill of 
particulars, the next charge that was made in that list of charges 
related to an allegation that a certain person had been told by two 
deputy collectors in the office that if he bought stock in certain mining 
properties, he would have his tax case fixed. Can you 1d ntify the 
charge that Lam referring to? 

Mr. Frank. Yes, sir: Lam familiar with it. 

Mr. DeWrnpb. That matter has been investigated, has it not ? 

Mr. Frank. Yes, sir; it has. 

Mr. DeWInpb. What was the result of that investigation ? 

Mr. FRANK. We found that the indiv idual who was alleged to have 
made that charge was investigated by the Intelligence Unit of the 
colleetor’s office. He Was Cony icted Onl a ¢ harge of income-tax ¢ vasion, 
entenced to 5 years 1n the penitentiary, and he made this charge 
while he was in the penitentiary. 

Mr. Doolan obtained it from some papers that this convict filed 
and wrote the charge in the bill of particulars. We have investigated 
the matter, and there is no substance to the convict’s charge that he 
was COnY icted because he would not buy stock. 

Mr. DeWrnp. This taxpayer was indicted and convicted, and is 
at present serving his sentence ¢ 

Mr. Frank. Yes, sir: he is. 

Mr. DeWinp. What is his name? 

Mr. Frank. Taylor. 
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Mr. DeW inp. What is his full name? Do you have it? 

Mr. Frank. Yes, sir. Earl W. Taylor. 

Mr. DeWinp. Did Mr. Taylor make this charge that these tw 
deput ie s had offered to fix his case if he would buy stock ¢ 

Mr. Frank. Yes, sir; he did. 

Mr. DeWrnp. In what form did he make that charge? 

Mr. FRANK. September 6, 1950, he wrote to the Joint Committ: 
on Internal Revenue Taxation. 

Mr. DeWrnp. Is that where the charge was first made? 

Mr. Frank. Yes, sir. 

Mr. DeWinp. What was the company that he was supposed to bw 
stock in according to his charge ¢ 

Mr. Frank. Mountain States Consolidated Copper Co. 

Mr. DeW IND. Mountain States Consolidated Copper, or 1s it Mou 
tain City Consolidated Copper ? 

Mr. Frank. Mountain City Consolidated Copper Co. 

Mr. DeWinp. In September 1950, when he made that charge, th: 
Mountain ( ty Consolidated Copp r case had been subject to great 
publicity, had it not ‘ 

Mr. Frank. Yes, sir; just previously, at the time the United State 
Senate Committee, the Kefauver committee, had held open hearing 
here in San Francisco. He attached a newspaper clipping about th 
to the material that he sent to the Joint Committee on Internal Revi 
nue ‘Taxation. 

Mr. DeWinp. What investigation was made of Taylor’s charge? 

Mr. Frank. The Intelligence Unit at that time tried to intervi 
him, and the prison authorities stated that he was in the Fede 
Medical Center for Prisoners at Springfield, Mo. Shall I read t 
report that the prison authorities gave on him? 

Mr. DeWrnp. Can you just state the effect of that report witho 
reading it, that is, the substance of it? 

Mr. Franx. That is, he is suffering from general paresis, his ment 
conditior 5 poor, he IS accusative and suspicious of any Governme! 
agent. There is no point in interviewing him. 

Mr. DeWinp. Was there an investigation made of the two de] 
ties that he made the charge about ? 

Mr. Franx. Yes, sir. Their investigation of Taylor, the details of 
the case on which he pleaded guilty and was sentenced to 5 years 
prison, was an entirely proper investigation, and there is no indi 
tion at all that those deputies tried to sell him any stock or shake hu 
down. 

Mr. DeWrnp. Were they the deputies that investigated him? 

Mr. Frank. Yes, sir: so far as 1 know. That was the charge. I 
was Special Agent Carey and Deputy Collector Burgren. 

Mr. Byrnes. When was this subsequent investigation filed; t] 
is, the report filed ? 

Mr. Frank. I do not know the date when the report was filed « 
their attempting to interview him in prison with respect to t! 
charges. There was a report submitted on that, but I do not kno 
the date of it. 

Mr. Byrnes. You say they also checked with 

Mr. Frank. But the subsequent investigation is the one that 1s 
this report here, November 26, 1951. 
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Mr. Byrnes. That November 26, 1951, report: Is that a report of 
your people ¢ 
" Mr. Frank. Yes, sir. 

Mr. Byrnes. If I understand correctly, you say that there was 
an investigation made by the Intelligence Unit here prior to your 
nvestigation ¢ 

Mr. Franx. That was the time when they tried to interview him 

prison after he had made the charge to the Joint Committee on 
Internal Revenue Taxation. 

Mr. Byrnes. Do I not understand that they also at that time inter- 
viewed some of the other people involved ¢ 

Mr. Frank. I believe they did. 

Mr. Byrnes. I would like to know that. Did they just limit their 

vestigation at that time to an attempt to talk to Taylor or did they 
vo into the other aspects, namely, the charges that Taylor had made, 

id which they were advised of? What was the extent of the inves 
gation that they made after they became acquainted with the fact 
that Taylor had made these charges? 

Mr. Frank. I do not recall, sir. 1 don’t know how extensive. I 
know there was a report submitted at the time, but I don’t remember 
now the date of it, or how extensive it was. 

Mr. Byrnes. The only thing you do know was that this was finally 
an investigation by you and your people ¢ 

Mr. Frank. Yes, sir 

Mr. Byrnes. Which was filed just this last November? 

Mr. Frank. Yes, sir. 

Mr. Byrnes. When was this Taylor charge originally made? That 
is, the charge made by Taylor. 

Mr. Frank. September 6, 1950. 

Mr. Byrnes. All right. 

Mr. DeWinp. Did the investigation of Deputy Collector Burgre: 
and Sepecial Agent Carey disclose they had any connection with the 
Mountain C ity Cons — ated Cop per Co. ¢ 

Mr. Frank. No, sir, we didn’t make an extensive a of 
that, but there had why an extensive investigation made by the In- 
telligence Unit of that company and the transactions connected with 

I conferred with the agents who handled that investigation, and 
they told me that in their investigation of that there had been no 
evidence uncovered at all of Carey or Burgren having any connec 
tion with it. 

Mr. DeWinpv. Do I understand you to say that you have made n 
investigation of the Mountain City Consolidated Copper 

Mr. Frank. No, sir, I have not. 

Mr. DeWrnp. Was that considered to have been thoroughly in- 
vestigated before you began your investigation here ? 

Mr. Frank. Yes, sir, I considered it had. 

_Mr. DeWinp. Are you familiar with the history of the investi- 

ition of the Mountain C ity Consolidated C opper ¢ ? 

Me. Frank. I read the report, that was all. 

Mr. DeWrxv. Who was in charge of that investigation ? 

Mr. Frank. A special agent by the name of V irgil Crabtree. 

Mr. DeWinp. And - worked under Mr. Davies ? 

Mr. Frank. Yes, si 
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Mr. DeWrnp. So that was an investigation for which Mr. Davi 
was responsible? 

Mr. Ikranx. Yes, sir. 

Mr. DeWrnv. Do you happen to know how many investigation 
were made of the Mountain City Consolidated Copper Co. charg 
relating to the collector’s office ? 

Mr. Frank. No, sir, | do not know how many investigations. So 
furas I know, there was only one case jacket on that. 

Mr. DeWrnp. If the committee should wish to get further info: 
mation about the Mountain City Consolidated Copper investigatio: 
Mr. Davies and Mr. Crabtree would be the people familiar with it‘ 

Mr. Frank. Yes, sir, I believe you have the files on it already. 

Mr. Byrnes. I would like to find out if I can what the status of 
the investigation of these charges that Taylor had made was in Mar 
of 1951 when this bill of particulars was prepared. 

Mr. Frank. The Intelligence Unit had submitted a report to Wash 
ington in which they stated that they believed there was no sub 
stance to Taylor’s accusation and that had been accepted by Wash 
ington. Whether that report had been submitted to the Joint Con 
mittee on Internal Revenue Taxation I do not know. 

Mr. Byrnes. You do not know what the date of that is, though? 

Mr. Frank. No, sir, I don’t know. 

Mr. Byrnes. You do not know whether that was done before March 
or after March, do yous 

Mr. Frank. Oh, I am sure it was done—I can approximate t! 
date—it was done around December 1950, because that was when the 
report came from the Federal Medical Center in Missouri. In othe 
words, Taylor made his charge on September 12, and the report fror 
the Fed ral prison was In December, and I would imagine the clat 
of that report would either be December or January, that is, Decen 
ber 1950 or January LYdS1. 

Mr. Byrnes. That would be true, I suppose, if their investigatio. 
was limited merely to getting a medical report concerning Taylo 
from the prison people? 

Mr. Frank. ‘They previously had investigated other charges by 
Taylor. Ever since Taylor pleaded guilty and was sent to McNs 
Island, he has been making charges about one thing or another, and 
they had investigated him several times before that in connectio 
with those charges. He charged once that his records had been 
legally seized and the Intelligence Unit made a report on that. 

Chen I believe there was another time when he made some accus 
tion—oh, he charged that when he was removed from McNeil Isla 
to the Federal penitentiary in Missouri that he had been kidnape 
that it was a conspiracy to take him out of the State of Washingt: 
and he appealed to Governor Langley at that time about his removy 
from Washington. In other words, ever since he was convicted a) 
sentenced to McNeil Island, he has made one attempt after anothe 
accusing the Government officials who have been dealing with | 
that they did something wrong in connection with his case. 

Mr. Byrnes. When did he first start making charges like th 
Was it quite a while back ? 

Mr. Frank. He was sentenced to 5 years’ imprisonment on Mat 
2. 1949. On March 3, on his own responsibility and without advic 
of his attorney, he filed a petition for a writ of habeas corpus, alleg 
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ing that he was being unlawfully held in the San Francisco County 
jail on the ground that he had been legally insane since 1945, and 
such insanity still existed. So he started right after he received the 
5-year sentence. 

Mr. Byrnes. Was there in fact a brief filed in his case in Wash- 
ington by his counsel which alleged that there had been an attempt 
to fix this case? 

Mr. Frank. No, sir: that was not a brief. It was a letter which 
he wrote to the Joint Committee on Internal Revenue Taxation. He 
ittached affidavits by him raising the claim that Carey and Burgren 
had tried to shake him down because he had not paid off and had 
been railroaded to prison. 

Mr. Byrnes. What was the date of that; do you know? 

Mr. FRANK. Septembe 6, 1950. And he had pleaded guilty. He 
was not convicted. He pleaded guilty to the charge. 

Mr. Curtis. Were you through, Mr. Byrnes # 

Mr. Byrnes. Yes. 

Mr. Curtis. What doctors have examined him during the course 
of all of this? 

Mr. Frank. The Federal report given here is by Dr. Robert D. 
Lincoln, assistant surgeon and staff psychiatrist at the Federal Medi- 
eal Center for Prisoners, Springfield, Mo. He also was examined 
by some local doctors here assigned by the United States district 
court. I have their names. Dr. Milton B. Lennon and Dr. P. P. 
Poliak. 

Mr. Curtis. What was their conclusion ? 

Mr. Frank. Their conclusion—shall 1 read what they said 4 

Mr. Curtis. Yes; if it is not too long. 

Mr. Frank. No; it isshort: 

It is our opinion that the defendant Taylor is an emotionally unstable and 
highly neurotic individual and a psychopathic personality. All this constitutes 
psychiatric disorder not of the type rendering the subject mentally incompetent 
He is fully cognizant of the nature of his acts, suffers no delusions or hallucina- 
tions, recognizes the difference between right and wrong, and is quite capable 
of appreciating the gravity of charges against him. It is our further opinion 
that he was mentally competent at the time of his guilty plea, at the time of 
sentence, and for a substantial prior period. 

Mr. Curtis. What was the date of that examination ? 

Mr. Frank. April 7, 1949. 

Mr. Curris. These two doctors say that he knew what he was 
doing ¢ 

Mr. Frank. When he pleaded guilty. 

Mr. Curtis. Yes, and for some time thereafter. At that time had 
he started to make charges about others ¢ 

Mr. Frank. On the day after he filed this writ of habeas corpus 
alleging himself that he was insane. 

Mr. Curtis. But almost concurrently with that you have these two 
docters appointed by the court saying he is sane ¢ 

Mr. Frank. The doctors at McNeil Island and also the medical cen- 
ter state that he is suffering from general paresis caused by syphilis, 
and that his condition was increasingly worsening. And this last re- 
port says that they transferred him from MeNeil Island to the medi- 
cal center so he could receive treatments. They say he is undergoing 
treatments which may or may not improve his condition. 
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Mr. Currts. Has any doctor ever said that you could not rely o1 
his charges in the least ? 

Mr. Frank. I don’t know, sir. 

Mr. Curris. Your study and investigation of the case has turned 
up nothing where anyone said that he was totally unreliable ? 

Mr. Frank. Well, I can read you his prior criminal record. He wa 
convicted first in 1928 and sentenced to San Quentin for 4 years. H: 
was convicted July 24, 1931, for violation of parole and sentenced t: 
Folsom Penitentiary for 2 years. He was convicted in 1935 and ser 
tenced for petty theft to the Los Angeles County road camp. The rr 
port did not show how long he wis imprisoned there. Then he wa 
convicted in 1941, I believe it is, for forgery and counterfeiting th: 
slognature to a United States post | money order, and sentenced to 
years’ probat 1on.,. 

Those were all prior to his plea of guilty to the income-tax evasio1 
charge, whi h charge also included i charge that he embezzled fro. 
his client 3, But he was hot entenced on that. “He wits sentenced 0 
the Income-tax evasion charge and sentenced to 5 years at MeNe 
Island. 

Mr. Curtis. That is all, Mr. Chairman. 

Chairman Kine. Mr. Frank, the letter he addressed to the joint 


committee was sul sequent to his final « onviction ? 
Mr. Frank. Yes, sir. He was convicted on March 2, 1949, and t 
letter he wrote to the jo nt committee Was September 6, 1950. 
Chairma KING Not! ner Was rought out in his trial, or during | 
trial he mad no statements ol charges to this effect 7 
Mr. Frank. He did not go to trial, sir. He pleaded guilty. 
Chairman King. But t that t me, regal lless, he did not make t 
Mr. FRANK. No, sir: he did not make any c} arge unt | after t 


irticle about the Mountain ¢ ty Consolidated Copper Co. had a 
peared in the newspapers; then he cut out a clipping about that, a 
ent it with his letter, and said, “They tried to do that to me.” 

Chairman Kine. That its all. 

Mr. Frank. My check of the investigation of Earl W. Tay! 
showed that he WH iW doubtedly wil Ity if the charge to which 
pleaded culty. 

Chairman Kine. Very well. 

Mr. DeWinp. Mr. Frank, the next item on the bill of particular 
was the question ot Collector sh yth's own ncome-taxX returns, whi 
we went into vesterday. 

Mr. Frinkx. Yes, sir. 

Mr. Byrnes. May I go back to that just a little bit? You say 
each of those cases. there were extensions, that is. the returns in se 
eral instances were not filed on time. Was that correct ?¢ 

Mr. Frank. Yes, sir. 

Mr. By RNES. And there were extensions. What kind of extensio! : 
were those? Does it show’ Were they written extensions for part o! 
the return, and if so, by whom were they authorized? Was it Smyt! 
himself ¢ 

Mr. Franx. No, Smyth was not collector at that time. He didn‘ 
become collector until some time in 1945. So it was a prior collecto: 
I don’t know the details. One of my agents checked the returns, and 
the extensions, and my recollection of the report was that the exte: 
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sions were properly granted. In one case they had been refused, that 

, when he ap plied for an extension, it had been refused. 

Mr. Byrnes. You do not know in what form those extensions were 
given ¢ 

Mr. Frank. They would be written extensions. It would be a 
letter. There is a section that deals with extensions, and they have 
a copy of the letter in there, and the return when it was finally re- 
ceived would bear the stamp—they would check it to see whether the 
penalty should apply, and if they found that an extension had been 
eranted—they would stamp on the return that an extension had been 
granted to such and such a date. 

Mr. Byrnes. You are not sure here now just what the details of 
that are? 

Mr. Frank. I am sure that they were proper, but I have not seen 
t myself. One of my special agents checked it for me. 

Mr. DeWinp. This matter of Collector Smyth’s income-tax returns 
for years prior to his appointment raises a question that I would like 
to go into now, Mr. Frank. When Smyth was investigated at the 

me that he was appointed collector of internal revenue, what was 

e result of that investigation ? 

Mr. Frank. To properly answer that question, Mr. DeWind, I 
have to go back and Say that he previously had been deputy collector 
for a short period. At that time a character investigation was made 
of him, and the report on that was submitted by the Intelligence 
Unit. The Intelligence Unit was not called for any recommendation 
or conclusion in those reports. They were mere is powe uired on char- 
cter investagations to submit a factual report. They submitted a 
eport at that time that was distinetly unfavor: ible, but he was 

ppointed. 

Mr. DeWrnp. Are vou referring to the report that was made when 

e was appointed a adept ity ollector ¢ 

Mr. Frank. Yes, sir. 

Mr. DeWinp. When was that appointment made? 

Mr. Ir NK. He was emploved asa deputy collector from September 
8S. 1935, to February 1, 1956. 

Mr. DeWrnp. And is the report you are referring to the report 
it was made in 1955? 

Mr. Frank. Yes, sir. 

Mr. DeWinpo. And you say that was a distinctly unfavorable 
eport 4 

Mr. Frank. Yes, sir. Then there was a subsequent investigation 
ade when he applied for the position as paid administrator for the 
efense-savings staff. That was in August 1941. Again the Intelli- 
rence Unit made a character investigation and again there was an 
unfavorable report. Although the special agent in charge was not 
required to submit a recommendation in the case, the file shows that 
the special agent in charge, Ralph Read, wrote a letter which was 
personal and confidential, and it ends up with— 


in accordance with the instructions in such cases, no recommendation is made 
with respect to Mr. Smyth’s proposed employment. It is believed that the facts 
set forth in Special Agent Hennessy’s attached report should be given most 
careful consideration by the defense savings staff. 

Mr. Hennessy’s report. contained derogatory information. 

Then in 1945 when he was being considered for appointment as 
collector, the Intelligence Unit was not asked to make any investiga- 
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tion of him, but the chief coordinator sent a telegram and asked 
for-—— 

Mr. DeWrxp. Who was chief coordinator ? 

Mr. Franx. Elmer A. Irey. It was a telegram to Mr. Read, asking 
whether James Smyth woul l be ¢ accepts able as a successor to H: arold 
Berliner. Mr. Read’s te letype in answer to that is this: 


For those reasons my reactions to proposal are not favorable. 


Mr. DeWrnp. All right. Starting with the first report made in 
1935, what was the general nature of the unfavorable information 

about Mr. Smyth? 

Mr. Frank. Shall I just characterize it briefly ? 

Mr. DeWrnp. Yes; if you would. Just summarize the general na 
ture of the unfavorable information. 

Mr. Frank. The derogatory information applied to his income-tax 
returns, his filing record, and to his drinking. 

Mr. DeWinpb. That was all that was raised in the 1935 report ? 

Mr. Frank. Yes, sir. 

Mr. Kean. Mr. Chairman. 

Chairman Kine. Mr. Kean. 

Mr. Kean. In spite of the fact there were these three unfavorable 
reports on file in Washington, they went ahead and appointed him to 
this important post of collector ? 

Mr. Frank. Mr. Kean, all I know is that the Intelligence Unit 
investigated. We were not required to make any recommendation, 
and we did set forth the facts as we found them, and I think Mr. Read, 
who was not trying to be friendly or help anybody, merely said, I think 
gratuitously, that it was unfavorable, and the fact remains that he was 
appointed. 

Mr. Curtis. Who engineered the appoll tment ¢ 

Mr. Frank. I do not know, sir. 

Mr. Keocu. Mr. Frank, making an appointment such as that does 
not require the services of an engineer, does it / 

Chairman Kine. You do not have to answer that. 

Mr. Frank. In other words, maybe nobody engineered the appoint 
ment? Idonot know,sir. Ihave no connection with matters of that 
kind at all. Iam merely a special agent in the field. That is for the 
higher levels to decide on. 

Mr. Kreocu. You were not here at the time? 

Mr. Frank. No, sir. 

Mr. Curtis. I do not think it happened by accident but I will not 
pursue it further right now. 

Mr. Frank. I was in the State of New Jersey at the time. 

Mr. Byrnes. Have you received Smyth’s personnel file ? 

Mr. Franx. I have here the Intelligence Unit fileon him. The per 
sonnel file is in the office. I believe the committee had it. We made 
those files available to the committee. 

Mr. DeWrnpv. Now, Mr. Frank, you have summarized briefly the 1935 
report, and the adverse information that it contained. The next inves 
tigative report was 1941, was it not? 

Mr. Frank. Yes, sir. 

Mr. DeWixv. What unfavorable information did that develop? 

Mr. Franx. It carried forward the same material as appeared in the 
earlier report. 
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Mr. DeWinp. You mean matters relating to failure to keep proper 
income-tax records and drinking? 

Mr. Frank. Yes, sir. 

Mr. DeWinv. Nothing else? 

Mr. Frank. There was a matter raised about some funds. After the 
report had been submitted there was some complaint submitted about 
some funds, and an investigation was made by the Intelligence Unit 
of that, and it was not substantiated. 

Mr. DeWinp. Did the report reveal that investigation and what had 
been done? 

Mr. Frank. Yes, sir. It was in connection with the time when he 
was—some complaint was made that he was forced to resign from his 
position as alumni secretary and graduate manager of athletics of 
the University of San Francisco, and the Intelligence Unit invest igated 
that in some connection with funds on a football trip or something like 
that. The Intelligence Unit investigation disclosed that there was no 
basis that could be used adversely there. 

Mr. DeWIND. Was any other unfavorable allegation made concernh- 
ing Mr. Smyth at that time? 

Mr. Frank. No, sir; that is all I can recollect from my review of 
these files. 

Mr. DeWtnp. In 1945, when his appointment as collector of internal 
revente was under cons det tio} ; and Mr. Read sent this telegram, was 
anv additional investigation made at that time ? 

Mr. Frank. No, sir. We were not asked to investigate again. 

Mr. DeWinpv. There was no request for an investigation ? 

Mr. Frank. No, sir. 

Mr. DeWinp. Could you read that entire telegram that Mr. Read 
sent ¢ 

Mr. Frank. It from t] United Stat Secret Service, San 


Francisco: 


Following message from District Coordinator Ralph R. Read for Chief Co 
ordinator Elmer L. Irey; contidential. Party named your teletype of February 20 
as possible successor collector internal revenue was subject case jacket S-10421 
(a) DSS. Subsequently employed defense savings staff, San Francisco, as ad 
ministrator Lawrence Olne may be able to advise you as to his services in 
that position from which party resigned some time ago. For those reasons my 
reactions to proposal are t favorable. End or GA. OK PFhanks. Will 


deliver message. 
That was Ralph Read’s message. 

Mr. DreWInp. Is that the entire investigative report that was m ide 
concerning Mr. Smyth’s appointment as collector ‘ 

Mr. Frank. Yes, sir. 

Mr. DeWtinp. Nothing further was done at that time? 

Mr. Frank. No, sir. 

Mr. Kean. Mr. Frank, this committee has found in several other 
cases of collectors that were appointed at about that general period 
and whose work since has come into question that there also were 
unfavorable reports to which no attention was paid by the appoint- 
ing authorities in Washington. Have you ever run into other cases 
where collectors were about to be appointed where there were un- 
favorable reports and they were appointed $ 

Mr. Frank. No, sir. Since I have been special agent in charge I 
have only been called upon to pass on the appointment of three col- 
lectors. In two instances we submitted favorable character investiga- 
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tions, and they were appointed, and the third one, the first report wa 
submitted was unfavorable and it was returned to us for reinvestiga 
tion. We submitted a second unfavorable report, and the applica: 
was not appointed. Then anew candidate was submitted, and we mac 
a third character investigation, and submitted a favorable report, and 
he was appointed. Those have been my only experience with thes: 
cases. 

Mr. Kean. This was all in the last few years? 

Mr. Frank. They have been since 1942, when I became speci 
agent in charge. 

Mr. Kean. Some of those cases did go back as far as 1942? 

Mr. Frank. Yes, sir. 

Mr. Kran. Because the cases that I refer to were about that period 
When they had an unfavorable report that you sent back, they at len 
tried to make you change it ¢ 

Mr. Frank. No, sir: the ‘v didn’t try to make me change it. They 
asked for further investigation because the candidate said that om 
investigation was not proper. So they told us to go out and mak 
sure, and we made sure. 

Mr. Kean. When vou get a letter back from Washington to that 
effect, that rather makes you think that Washington would be pleased, 
when you do look it over again, to have you change your mind, if 
possib le? 

Mr. Frank. No, sir. 

Mr. Kran. I know you would not do it, of course. 

Mr. Frank. No, sir, I don’t try to interpret the letters. I just i 
vestigate them. 

Mr. Kean. I am thoroughly in accord with your decision in thé 
thing, but for some people, if Washington would send back a apart, 
“Please do it over again,” they might well think that if they possibly 

could it would be a good idea for them to modify it a bit. 

Mr. Frank. We found more unfavorable information in the second 
report than we did in the first. 

Mr. Curtis. How is a collector of internal revenue appointed ? 

Mr. Frank. I do not know, sir. 

Mr. Curtis. Neither do I. 

Mr. Krocu. Tell us what you do know. You get the name of s 

candidate from the Commissioner of Internal Revenue, and you are 
resented to make an investigation of him, are you not ? 

Mr. Franx. I receive a case jacket from the Chief of the Intelli- 
gence Unit, who directs me to make a character investigation of the 
applic ant. They tell me what position he is being considered for, and 
they ask me for an unbiased report, without rec -ommendation, as to the 
man’s qualifications, character, and general fitness for the position 
We submit that report and what happens after I have no idea. 

Mr. Curtis. When was Smyth appointed ? 

Mr. Frank. I believe in April 1945. 

Mr. Curtis. Who was Commissioner of Internal Revenue at that 
time ¢ 

Mr. Frank. I have served under so many Commissioners I don't 
know their respective terms. I am not sure, sir. It could have been 
either Commissioner Nunan or Commissioner Schoeneman, or it could 
have been Commissioner Hannegan. 

Mr. Curtis. Can the staff supply that information ? 
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Mr. DeWinp. The date now being inquired about is 1945? 

Mr. Keoen. April 1945. 

Mr. vedo The Commissioner of Internal Revenue at that time 
was Joseph D. Nunan, Jr. 

Mr. Kroau. When did he go in, February of that year? 

Mr. DeWinp. My recollection, Mr. Keogh, is that it was in 1944. 

Mr. Curtis. — was Secretary of the Treasury at that time? 

Mr. DeWtnp. Secretary Morgenthau was Secretary of the Treasury 
at that time. 

Mr. Frank. He resigned sometime in 1945. He resigned shortly 
after President Roosevelt died. So I am not sure even who was 
Secretary. 

Mr. DeWrtnpv. We can get those dates for the record. I do not re- 
all the precise date when Secretary Morgenthau resigned. 

Mr. Curris. Did the files show or indicate who was Mr. Smyth’s 
sponsor for this job? 

Mr. Frank. No file that I ever saw. 

Mr. Curtis. No investigation that you have made since revealed 
that ? 

Mr. Frank. No, sir. I did not investigate as to why he was ap- 
pointed or who sponsored him. 

Mr. Kean. Mr. Chairman. 

Chairman Kine. Mr. Kean. 

Mr. Kean. May I ask Mr. DeWind at the same time he gets that 
information he is going to get, to get the name of who was the Under 
Secretary at that time, because I believe that the procedure in Wash- 
ington is that the recommendations for collector are passed to the 
Under Secretary, who passes on the qualifications and recommenda- 
tions to the Secretary himself. That is what the present Under Sec- 
retary testified. So if you could sometime let us know who the Under 
Secretary was at that time, it would be appreciated. 

(The information referred to is as follows :) 

Secretary of Treasury, January 1, 1934—July 22, 1945, Henry Morgenthau, Jr. 

Under Secretary of Treasury, January 18, 1940—December 31, 1945, Daniel W. 
Bell. 

Commissioner of Internal Revenue, March 1, 1944—-June 20, 1947, Joseph D. 
Nunan, Jr. 

Mr. DeWinp. Mr. Frank, the next item on the bill of particulars 
related to a general charge that unpaid income-tax liabilities of friends 
and political associates of the collector were not enforced, and were 
allowed to lie dormant, including one specific charge concerning 
a large outstanding liability. There was some discussion here yester- 
day of the investigation made of outstanding liabilities, but can you 
tell us in more detail what investigation was made of that charge ? 

Mr. Frank. Yes, sir. With respect to the general allegation ‘there 
as to the warrants outstanding and frozen, we made no attempt to try 
to go through those warrants that were in the office at the time because 
there are literally hundreds of thousands. We arranged with the 
supervisors of accounts and collections, who were auditing the office, 
as they processed those back warrants, to refer to us any that they 
thought were improper, and then we would investigate them. 

If I may, I would like at this time to give some idea of the volume 
of the task we had with these warrants, and with the tax returns. I 
was trying to answer Mr. Byrnes’ question yesterday about it, and 
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about the back dating of returns, and why we sort of get lost in the 
maze of the number of problems that are presented. The last fiscal] 
vear this collector's office processed 2,580,000 returns, and the tax col- 
lections amounted to $1,813,000,000. That is the reason we could not 
check all these returns or cross-check them to possibly determine how 
many were back dated. All we found was eight out of that number. 
There may be more, but it is like looking for a needle in a haystack 
unless you have some particular lead on it. 

That goes back to this quest! ion of the warrants. We could ho 
just start with my squad of six special agents and go through all th 
warrants in the office. There were literally thousands of warrant 
piled up there that had not been collected on. We relied on the super 
visors to go through those warrants in their audit and to refer to u 
any that they deemed improper. 

Mr. DeWinpb. That is, you mean they were to refer to you warrant 
where there seemed to be deliberate failure to enforce the warrant é 

Mr. Frank. Yes, sir; in accordance with this allegation. The only 
specific one that was mentioned here is this $500,000 warrant and | 
personally investigated that. 

Mr. DeWinp. And did you find that the charge made was correct 


Mr. Frank. No, sir: the charge is not correct, in my opinion. 
Mr. DeWinp. Perhaps you had better discuss the matter and the 
say what vour nvestigation showed. 


Mr. K noaH Before you vo into that. mav ] isk you whether th 


was a jeopare ly assessment ¢ 

Mr. Frank. No, sir; it was not a jeopardy assessment. 

Mr. K Boe Hu. In such round numbers, would not that - 

Mr. Frank. This figure is an approximate figure, here. 

Mr. DeWunpb. Just a minute. Mr. Frank. What was this matter = 
the SoOO.000 warrant that was supposed to have been allowed tft 


lormant deliberately ¢ 


Mr. Frank. My investigation showed that it was not in the nam 

ntioned in the bill of particulars. It related to a corporation 

Mr. Ly om hit Let us discuss the thu cr, VW hat was the hame mnie 
oned in ill of particulars 

Mr. oer Ben Zweig. 

Mr. DeWinb. And who was Mr. Zweig? 

Mr. Frank. He is, so far as [ know, president of the Fairmont 
Hotel Co. 

Mr. DeWInNpb. What was the charge that was made concerning t! 
tax liability ¢ 

Mr. Frank. The case in point is that of $500,000 tax warrant agan 
Ben Zweig which is lving dormant. That Charge Was made in Mare il 
1951. 

Mr. DeWrnp. And at that time what was the status of the 
liability of Mr. Zweig? 

Mr. Frank. Mr. Zweig had no tax liability. There was an out 
standing tax of some $453,000 against the Fairmont Hotel Co., whic! 
Zweig was president of, and there had been paid on that $453.00 
liability a total of $213,345.96, and arrangements had been made to 
pay off the balance at the rate of $5.600-—-well, at the rate of $4,500 
a month, plus accrued interest, which brought the monthly payment 
to approximately $5,800 a month--and those payments were being 
made at the time this charge was made. 
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Mr. DeWtnp. At the time the charge was made, the outstanding 
liability of the Fairmont Hotel Corp. was about $240,000 4 

Mr. Frank. Yes; well, the outstanding liability based upon this 
warrant for $453,000. During the same time the Fairmont Hotel 
Corp. had been incurring new liabilities each year, and during the 
period from the time that this $453,000 additional assessment had 
been made, they had also paid in during that same period $769,000 in 
150,000 back 


current taxes, along with this $215,000 payment on the s4: 


assessment, 
Mr. DeWinp. Then the total unpaid habilities of the corporation 
at the time this charge was made were approximately how much ¢ 
Mr. Frank. I couldn't tell you at any particular point, because 
they are always incurring new liabilities, and what their account is, 
you would have to pick a particular date that you wanted and check 
with the collector’s office as to how much they paid on their current 


account, and how much they paid on this old assessment. But on the 
old assessment they had paid of the $455,000, which was an additional 
assessment, S215.,000, and were paying otf the balance at approx! 
mately $5,800 a month. And they were also paying their current 


taxes during the same per od. 

Mr. Byrnes. When was this $450,000 assessment made? What 
the date of that ? . 

Mr. Frank. The assessment was first made on March 5, 1948. 

Mr. Byrnes. When was the agreement as far as the payments ar 

erned entered imto/ 

Mr. kr LN. ihe ivreement where tl e\ paid the SZiloou and ar 
ranged to pay off the balance in monthly installments was December 
2. 19D. 

Mr. Kean. That would take them 5 years to pay off. 
Mr. Frank. The arrangement to pay off was in the statutory period 
in which they could pay off. 

Mr. Kean. What is the statutory period ? 

Mr. Frank. Six years. 

Mr. Byrnes. So as of December 15, 1950, this allegation was 
correct ¢ 

Mr. Frank. No, sir: it was not, because immediately after the assess- 
ment was made the taxpayer had filed an offer in compromise. 

Mr. Byrnes. But he had not paid anything, you said, until Decem 
ber 22, 1950, when he paid some $200,000, and made an agreement a 
to what was to be done from there on. 

Mr. Frank. That is right. 

Mr. Krocu. Excuse me. 

Mr. Byrnes. Let him answer my question first. 

Mr. Krocu. I wanted to clarify the offer in compromise situation. 
Does not a taxpayer who makes an offer in compromise have to accom 
pany that offer with the amount he proposes to pay ¢ 

Mr. FRANK. No, sir: he does not. 

Mr. Byrnes. Now, you can answer my question. 

Mr. Frank. The procedure in the collector’s office is that when an 
assessment has been made, and a taxpayer files an offer in compromise. 
no action is taken in connection with that outstanding liabilty until 
the offer in compromise has been settled, either accepted or rejected. 

Mr. Byrnes. When was the offer in compromise made ? 

Mr. Frank. On April 16, 1948. 
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Mr. Byrnes. When was that disposed of ? 

Mr. Frank. June 15, 1949. 

Mr. Byrnes. So from June 15, 1949 to December 22, they had ample 
opportunity to take any course that they found advisable ¢ 

Mr. Frank. Yes, sir; during that time they could have filed liens 

Mr. Byrnes. They were not confined by this offer in compromise for 
over a year and a half? 

Mr. Frank. No, sir. 

Mr. Byrnes. Is that right? 

Mr. Frank. That is right. 

Mr. Byrnes. So that fundamentally as of December 15, at least, 
1950 

Mr. Frank. No, sir— 

Mr. Byrnes. This allegation is correct, nothing is being done on ai 
approximately $500,000 tax warrant; is not that true / 

Mr. Frank. No, sir. They were, so far as I understand, negotiat 
ing to effect this $200,000 payment, and the monthly payments. 

Mr. Byrnes. They negotiated for a year and a half on that. 

Mr. Frank. Yes, sir, and they also tried to file during that time an 
other offer in compromise which the Bureau would not entertain. 

Mr. Byrnes. And the whole thing had been open since March 5, 
1948 ? 

Mr. Frank. Yes, sir. 

Mr. Curtis. Now, an offer in compromise has to do not with any 
question about the amount of tax owing, is that not correct ? 

Mr. Frank. No, sir. 

Mr. Curris. But goes to the matter of the taxpayer’s ability to 
pay‘ 

Mr. Frank. Yes, sir. The taxpayer conceded that he owed the 
$453,000 but claimed that he was not able to pay the full amount. 

Mr. Curtis. What did your investigation show with regard to 
that ? 

Mr. Franx. A hearing was held on that which was attended by a 
number of Bureau officials in addition to the collector, and the revenu 
agent, and they agreed to accept an offer of $270,000 in heu of the 
$453,000, 

Mr. Curtis. When was that done? 

Mr. Frank. October 27, 1948. 

Mr. Curtis. And the Government agreed to $270,000 ? 

Mr. Frank. No; as a result of this conference, the conferees re: 
ommended that the $270,000 be accepted, ind it was referred to tl 
technical staff for approval, the technical staff referred it to the I) 
telligence Unit, the Intelligence Unit made an investigation and re 
ommended that the $270,000 offer in compromise be rejected, and it wa 
rejected. 

Mr. Curtis. Since then the Government has gotten their money, 
have they not! 

Mr. Frank. Yes, the entire amount has now been paid. 

Mr. Curtis. When was that paid? 

Mr. Frank. October 11, 1951. 

Mr. Curtis. Was that after you took charge? 

Mr. Frank. I didn’t take charge of this, sir. 

Mr. Curtis. Was it after you came here? 
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Mr. Frank. I came here on October 2, but I had nothing to do 
with it. 

Mr. Curtis. Nine days later all this money came in; is that right? 

Mr. Frank. Yes, sir. But I don’t believe I had anything to do 
with it. What caused that was that Deputy Collector Masarik filed 
i lien at the time, and then they came in and paid it. 

Mr. Kean. Mr. Frank, Admiral Mahan used to talk about the power 
of the fleet in being, and though you had nothing to do with it, you 
were there. 

Mr. Frank. It was purely coincidental. 

Mr. Keogu, Mr. Frank, from your 25 or more years of service in 
the Bureau, can you tell me whether it is usual or unusual to permit 
a taxpayer to pay otf over a period any additional assessment that 
might be levied against him ¢ 

Mr. Frank. It ts usual. 

Mr. Keocu. It is frequently done ¢ 

ir. Frank. Yes; it is frequently done. It is within the discretion 
of the collector. That is why L started by saying that my investigation 
of this didn't prove that there was anything wrong from the viewpoint 
of the Intelligence Unit. 

Mr. Keocu. What was the basis of the additional assessment and for 
what year was that assessment / 

Mr. Frank. It was for the fiscal vear ended October 1944, and the 
fiscal year ended October 1945. The total of the net additional assess- 
ment was for $453,000, which was based upon a depreciation adjust- 
ment, and there was no fraud or anything alleged in it. It was purely 
a straight income-tax case. 

Mr. Keocu. In other words, the taxpayer computed his depreciation 
on one base, and the agents disagreed with that computation ¢ 

Mr. Frank. As a matter of fact, the prior owners of the Fairmont 
Hotel had computed the depreciation Pt one base, and when the Fair- 
mont Hotel Corp. took it over, they took that same base. It had not 
been questioned by the revenue agents previously, but in 1947, that is, 
n March 1947, a revenue agent came in and questioned that old base, 
and adjusted it to the tune of 5455,000, w hich the new owners acce pted. 

Vir. KwooH. And that whole question of the comput: itiou of deprecia- 
tion and the allowance as a deductible item in one’s return has been 
the subject of extended litigation; has it not / 

Mr. Frank. I believe there are numerous cases where that question 
arises. 

Mr. Keocu. I me an gener: ally. 

Mr. RANK. Yes, Sl 

Mr. Kroeu. It has gone on up to the Supreme Court, and it has been 
the sub ject of corrective legisl: ition by the C ongress 

Mr. Frank. Yes, s 

Mr. Keogu. So that having a dispute with the Bureau of Internal 
Revenue on the amount of depreciation taken or allowed is not unusual 
either: is it? 

Mr. Frank. No, sir 

Mr. Byrnes. Let us get this clear. Was there any dispute between 
the Government and the taxpayer here after March 5, 1948, as to the 
mount of the liability ? 

Mr. Frank. No, sir; the taxpayer conceded that the $453,000 was 
due and owing. He conceded that at a conference. 
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Mr. Byrnes. He conceded that from Mareh 5, 1948, on? 

Mr. Frank. The only thing he wanted to do was to settle for a 
lesser amount. 

Mr. Byrnes. Yes. ° 

Mr. Keogu. And there is nothing unusual about that, is there, Mr 
Frank ? 

Mr. Frank. I don’t think so 

Mr. Byrnes. I hope it is not common that everybody is going to have 
a chance to settle for a lesser amount when it is acknowledged as to 
what is owing and there is a perfect agreement as to what is du 
and own 


Mr. Frank. The Intelligence Unit recommended the rejection of the 
otfer. 

Mr. BYRNES Tl it is wh if I unde rstand. The charge here really 
Was, Was it not, that here was a case with approximately $500,0 
liability that no actual collection was being made on. Was not tha 


fundamental poimt ¢ 


thre 

Mr. RANK. Yes. Sir: that charge was written to Senator Tobey 0 
March 1, 1951, and actually at the time it was written $213,000 had 
beer predic hd arrangements to pay olf the balance at the rate of 


} 


PproxXimatels $5,800 a month h ud been made, and the payments we 
Mr. Byrnes. But if that letter had been written 3 months earl 
t would have been entirely accurate ¢ 

Mr. Krogu. Yes, and if it had been written 3 years 

Mr. Byrnes. Let him answer my question, 

Mr. Krogu. Why assume a state of facts that is not in the situatior 
You eat ! nv situation, it vo waht to The fact of the matte 
that the letter was not w ritten. 

Mr. Byrnes. Will vou answer the question / 

Mir. Frank. May I have the questiol ¢ 

(Q iestion read by the reporter. ) 

Mr. Frank. No, sir. My investigation showed that, after the offe: 
n compromise had been rejected, that there had been negotiation 
het ween the collector's office and the Fairmont Hotel looking to obtai 
ing a settlement. There had been an interruption for a period ther: 
when the taxpayer's attorneys had gone back to Washington Atel 
ittempted to file another offer in compromise. That was in Mar 
1950, and they were told that it would not be accepted, and then ther 
were further negotiations, which culminated in December 1950 wit! 
the agreeme! { tO pay the S213.000, and the other payments. So dur O 
that period from March of 1950 when they had made an attempt back 
in Washington to file another offer in compromise there had beer 
negotiations and there are work papers showing computations as t 
how much would be paid and how much would be acceptable. The 
have to arrange the payments so that the installments come with 
the 6-year period, and it is paid off. So actually even if that lett 
had been written 3 months earlier, I don’t think it would have be« 
an accurate statement of the true facts of the case. 

Mr. Byrnes. But the offer in compromise was turned down a 
understand on July 15, 1949. 

Mr. Frank. Yes, sir. 

Mr. Byrnes. And no other conclusive action was taken until Decer 


ber 22, 19514 
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Mr. FRANK. Yes, sir. and my experience in the collector's oflice ls 
that that happens. It happens in our offices, too. 

Mr. Krocu. Mr. Frank, insofar as this item refers to an individual, 
it is entirely inaccurate; is it not ? 

Mr. Frank. Yes, sir, it did not refer to the individual: it referred 
to the corporation. 

Mr. Kerogu. And whenever any collector effectuates an agreement 
with the taxpaver to pas off his lability, the unpaid portion carries 
along with it accrued interest: does it not? 

Mr. Ik ANK. Yes, sit. ‘| here was pereent nterest he ne accrued 
on this amount during the whole time. 


Mr. Keogn. And the collector is without any authority ever to 
waive the payment of that interest / 

Mr. Frank. That right. 

Mr. Byrnes. Who is the majority stockholder in the Fairmont 
Hotel Co. 

Mr. Frank. I believe Ben Zweig or his family. I do net know tl 


exact stockholdn os, bul | would Say he was the controll ne facto 
the corporation. 

Mr. IX AN. Who Is Mr. iby 1 Aweig? There is a mento made rf 
party contributors and friends. Is he an influential man in politics 
in San Francisco / 

Mr. Frank. | haven't che ked to see how much he cor tributed or to 
what party. 

Mr. Keogu. Maybe to both parties 

Mr. DeWinvb. Mr. Frank. since this matter has been gone into in 
some detail here, I think our record should show what the labilities 
ire. You said there was $453,000 of additional assessment for the 
fiscal vears ending October 1944 and October 31, 1945: is that right ? 

Mr. Frank. Yes, sir. The actual amount that was set up was 
$493,075.64. Then there was an excess profits credited which reduced 
the net assessment to $453,450.17. 

Mr. DeWrnp. All right. This resulted from disallowance from 
depreciation that was claimed on the Fairmont Hotel properties ¢ 

Mr. Frank. Yes, sir. 

Mr. DeWinp. And it related to the corporation taxes / 

Mr. Frank. Yes, sir. 

Mr. DeWrinp. At the time, in the vears in which this liability ap 
peared, that is the years 1944 and 1945, did Mr. Ben Zweig own the 
stock of the Fairmont Hotel Corp. ¢ 

Mr. Frank. No, sir, 1 don’t believe so. The Fairmont Hotel Corp. 
purchased the stock some time during the year 1945. 

Mr. DeWrnp. So these were taxes that accrued during the owne1 
ship of the prior owners? 

Mr. Frank. Yes, sir. 

Mr. DeWInNpr. Now, did the additional assessment arise after Mr. 
Zweig had bought the stock of the hotel corporation ¢ 

Mr. Franx. Yes,sir. It was set up by the revenue agent on March 
7, 1947, 

Mr. DeWtnp. So he had bought the stock of the corporation and 
after he bought it, he discovered that the corporation owed back taxes / 

Mr. Frank. Yes, sir. I think he was a good enough businessman 
to realize that there might be a tax liability. 
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Mr. DeWrnp. Had the issue been raised about depreciation ? 

Mr. Frank. No, it had not. 

Mr. DeWinp. But he might have guessed that there was excessive 
depreciation claimed ¢ 

Mr. Frank. Yes. 

Mr. DeWinp. That is, there was reason to suppose from an exam- 
ination—— 

Mr. Frank. It has been in existence since, I think, 1922, and the 
depreciation had never been questioned before. That was just a 
general statement on my part that I would believe a purchaser of a 
property involving that much money would look into the question of 
back taxes and might believe that there would be a question of liability. 
So you asked me whether he knew or not, and I said I don't know, I 
would think that he probably did. 

Mr. DeWinpv. This depreciation rate you said had never been 
quest ioned over a period of some 23 vears ¢ 

Mr. Frank. Yes, that is right. 

Mr. DeWtnpb. So he had some reason to suppose at least that that 
depreciation rate was pretty well fixed ? 

Mr. Frank. He might; yes. 

Mr. DeWinpb. At any rate, Mr. Zweig found out he bought a cor- 
poration that owed an unexpected half a million dollars of taxes. 

Mr. Franx. The only thing | am quarreling with is the word “un- 
suspet ted.” I don’t know whether it was unsuspected or not, 

Mr. DeWinv. Did you find any reason that he thought there was 
an additional liability when he bought the stock ? 

Mr. Frank. No. 

Mr. DeWrnp. Was there anything to indicate that the depreciation 
question had ever been raised by the Bureau of Internal Revenue prior 
to the time that he bought the stock ? 

Mr. Frank. No, sir. From my review of the file, the reason the 
question would not have been raised or was not important is that the 
corporation had lost money for over a long period of time, and it would 
not have made any difference anyway. I think that is why the agents 
did not bother to go into it. 

Mr. DeWinp. Was that true of the years immediately prior to 
1945 ¢ 

Mr. Frank. Yes, sir. Before the war the corporation had been 
losing money. Then suddenly in 1945 it became important. Well, 
1944, and 1945 it became important. 

Mr. DeWinp. During the war years, it began to make money again, 
and the question of depreciation became important. 

Mr. Frank. Yes, sir. 

Mr. DeWinpb. So Mr. Zweig found that the corporation had back 
tax liabilities accrued during the period of the prior ownership of 
half a million dollars, and he entered into negotiations to compromise 
that liability. 

Mr. Franx. Yes, sir. 

Mr. DeWinp. On behalf of the corporation. 

Mr. Frank. Yes. 

Mr. DeWrnp. And having failed to do that, he entered into nego 
tiations for an extended period of payment. 

Mr. Frank. Yes, sir. 
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Mr. DeWinp. During the time that these negotiations were going 
on, did the Government protect itself by filing a lien? 

Mr. Frank. No, sir; it did not. I also pointed out that during 
that time that those negotiations were going on the corporation was 
paying current taxes which from 1945 to 1950 amounted to approxi- 
mately $769,000. 

Mr. DeWinpb. Those were currently paid, timely paid ? 

Mr. Frank. Yes. So the collector could assume if they were meet- 
ng their current obligations, they would in time pay off the back ob- 
ligation. 

Mr. DeWinp. And the only delinquency was this 1944 and 1945 
assessment that was made after the audit in 1947? 

Mr. Frank. Yes, sir. 

Mr. DeWinp. Now, what was the reason, if any, that justified the 
failure to file a lien against the hotel to protect the Government ¢ 

Mr. Frank. I believe the regulations provide that it is the col- 
lector’s discretion as to whether a lien should be filed in order to pro- 
tect the Government's interest. 

Mr. DeWunp. What we are dealing with here is that Collector 
Smyth exercised that discretion in favor of not filing the lien. 

Mr. Frank. Yes, sir. 

Mr. DeWinp. And it has been suggested that there was an ulterior 
reason for failure to file the lien. I am asking, did your investigation 
disclose any justification for failure to file a lien, or was it in fact 
justified / 

Mr. Frank. At the time I tried to ascertain what would be in Col 
lector Smyth’s mind, his attorney refused to let me talk to him. So 
I do not know what Collector Smyth would say as to why he didn't 
file the lien. But I am sure he was called before the grand jury 
and testified with respect to the same matter before the grand jury 
on it. But I do not know what the grand jury minutes were, so 1 am 
unable to say what Collector Smyth would say as to why he didn't file 
the lien. 

Mr. DeWinp. In any event, when Mr. Masarik took over the oflice 
after Collector Smyth was suspended, he did file a lien or told the 
hotel he would file a lien, is that right? 

Mr. Frank. Yes, sir. I believe Masarik called up the hotel and 
suggested that he was going to file a lien and told Zweig to come in. 
Zweig or his attorney came in and conferred with Masarik on it, and 
on October 11, 1951, they paid in $350.420.36 to settle that old liability. 

Mr. DeWunpb. So that within a week or two from the time Mr. 
Masarik took over in Mr. Smyth’s place, the entire outstanding lia- 
ility was collected / 

Mr. Frank. Yes, sir. 

Mr. DeWinp. Can you say as a result of the investigation and the 
facts that it developed, that there had been a clear abuse of discretion 
by Collector Smyth in failing to push harder for that tax ? 

Mr. Frank. | cannot so state. 

Mr. DeWInp. Who would be in a position best to advise the com- 
inittee with respect to the nature of the discretion that Mr. Smyth 
exercised in failing to file that lien ¢ 

Mr. Frank. I think either Supervisor in Charge Stikeleather or 
Acting Collector Masarik are much more familiar with the collector’s 
discretion in these matters of filing liens than I am. 
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Chairman Kine. Mr. Frank, would it be a fair question to put to 
you from your long experience and familiarity with the procedure, 
were you to be the collector in an identical situation, what would you 
have done? Was there a danger that the Government was in danger 
of losing the amount owed, that is, the whole situation as you know 
it, were you the collector, considering the policies of the Bureau? 
What would you have done in the same circumstances‘ Is that an 
unfair question to put to vou, Mr. Frank ¢ 

(No response. ) 

Chairman Kine. I am not meaning here to defend the actions one 
way or the other of Mr. Smyth. At the moment I am more concerned 
about the reputable businessmen or corporations of this community 
that perhaps would have things thought of them that should not be 
thought. I am now thinking more of them than the collector. What 
would you have reasonably expected of a collector in a similar situa- 
tion in another part of the country ¢ 

Mr. Frank. Well, it is very hard for me to answer that, Mr. King, 
be« ause ] know hindsight now I have read the Intelligence Jnit 
agent’s report, and I know what value was placed on the hotel, and 
knowing that. I think that the Government’s interest was safeguarded 
without any action being taken because I think the equity in the 
hotel would have been suflicient at all times to have covered that 
liability. 

In other words, if the (sovernment had stepped in anc had to selze 
It or have a forced sale, I believe the G vel nent: tan terest would 
have been protected. But | only know that now because | have the 
Intelliger ce Unit report to go on. I don’t know at the time, if l had 
been in Collector Smyth's position, whether ] would have acted as 
leniently or more forcibly. 

Chairman Kine. Ordinarily, Mr. Frank, would it not cast some 
sort of cloud upon a business group oO! corporation to have a lien 
against their property by the Government ? 

Mr. Frank. Yes, sir, I believe it adversely affects their ability to 
obtain loans and to negotiate transactions. I believe during the 
course of this proceeding, there were negotiations for the sale of the 
hotel, and a lien probably would have adversely affected the sale 
My experience is that the collectors usually try to keep a taxpayer in 
business instead of forcing him out of business. They usually are 
reluctant to file liens unless they think that the Government’s interest 
requires that they do so. 

Mr. Keoen. And the Government’s interest would be more likely 
1o require that the lien be filed if the property were of the nature 
that might be removed from the jurisdiction ¢ 

Mr. Frank. Yes, sir, or if the taxpayer was the type of individual 
who might liquidate his assets and move hurriedly from the juris 
diction. In matters of that kind, I think the collector should and is 
required to act very promptly, sometimes in the form of a jeopardy 
or Immediate assessment. 

Chairman Kine. We will take a 10-minute recess at this time. 
‘(Short recess. ) 

Chairman Kine. Proceed, Mr. Counsel. 

Mr. DeWrnp. Mr. Frank, I understood from your testimony that 
it is the practice of the Bureau of Internal Revenue to withhold any 
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action toward collecting taxes while an offer in compromise is pending, 
is that correct ¢ 

Mr. Frank. Yes, sir, that is my understanding. 

Mr. DeWinv. What are the reasons for that action? 

(No response. ) 

Mr. DeWrnp. Let me put it this way: Does that-not open the way 
to considerable abuse, if the taxpayer knows he can hold up col- 
lection efforts simply by filing an offer in compromise / 

Mr. Frank. Well, he is paying 6 percent interest on it while the 
offer is pending. I think ordinarily it would be cheaper for a tax- 
payer to borrow the money at a lower rate of interest instead of pay- 
ing the 6 percent to the Government, if he could. I don’t know 
whether he could or not. 

In this particular offer, the taxpayer paid $10,000 down and was 
paying at the rate of $10,000 a month while the offer was being con- 
sidered. 

Mr. DeW rnp. For the moment I was not referring specifically to 
this case, but to a general practice which you referred to of not trying 
to collect taxes while an offer in compromise Is pending. It would 
ceem to me that, as a general rule, it could present both abuses and 
dangers to the revenue. 

Mr. Frank. I think in connection with a lot of the offers that they 
adopt the same thing, that they make a down payment and pay off 
so much a month during the time that the ofler in compromise is 
pending. 

Mr. DeWinp. If the offer in compromise is filed with some ulterior 
purpose in mind of preventing the Government from filing lens 
ind proceeding to collect the tax, it could have an adverse effect on the 


(yovernments interest Do I understand you to say it 1s Just a gen- 
ral practice when ar offer in compromise is filed that il] collection 
efforts are abandoned 

Mr. Frank. Yes, sir, that is my understanding of it. I have never 
been in a position where I had to deal with offers in compromise. They 
are never submitted to me and I am not familiar with how they are 
indled. \ll we ever come in contact with them is sometimes later 
n somebox vm ikes ar allewation that it was a fa! e offer in compromise 
and then it is referred to the Intelligence Unit to investigate to see 


vhether it was false or not. But as to the procedure and policies in 
onnection with it. Iam not familiar. 

Mr. DeWrnp. That would be a matter that Mr. Stikeleather would 
be particularly nformed on? 

Mr. Frank. Yes, sir. 

Mr. Byrnes. When you say that a taxpayer is paying interest, you 
mean really that interest is accruing, do you not / . 

Mr. Frank. Yes, sir. 

Mr. Byrnes. All right. 

Mr. DeWinp. Now, the next item on the bill of particulars, Mr. 
Frank, related to failure to file a return or returns by a used-car 
dealer. 

Mr. Frank. Yes, sir. 

Mr. DeWrnp. And the charge was that an employee of the col- 
lector’s office connived at the failure to file the returns. 

Mr. Frank. Yes, sir. 
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Mr. DeWinp. Was that matter investigated ? 

Mr. Frank. Yes, sir. 

Mr. DeWinp. What was the outcome of the investigation? 

Mr. Franx. From the way this allegation is written here, I don't 
know what the charge is, so I don’t know what to say as to what the 
outcome of the irivestigation was. I could relate the details of what 
we found in the investigation, but I can hardly tell what the outcome 
of it was because this is not a charge in itself. 

Mr. DeWrnp. The charge, as I see it, is that this used-car deale1 
failed to file returns. 

Mr. Frank. That is correct. 

Mr. DeWinp. And that Mr. Boland had undertaken to prepare his 
returns for him and that therefore the implication would be, it seems 
to me, that Mr. Boland had failed to file returns deliberately. 

Mr. Frank. The investigation disclosed that the taxpayer in ques 
tion did not file returns, that a deputy collector and a special agent 
picked it up asa delinquency case and set up some $6,500 in taxes, 
delinquency penalties, negligence penalties, and interest. During the 
course of the investigation, the taxpayer, trving to exonerate himself 
from the delinquency penalties, claimed that Boland had taken care 
of his returns. 

Mr. DeWinp. By taking care of his returns, you mean— 

Mr. Frank. That he was supposed to have filed it for him. Actually 
there were no returns filed. 

Mr. DeWrnp. Was it established that Mr. Boland had some part in 
the matter ? 

Mr. Frank. Yes, sir. Boland had prepared some returns for Jones. 

Mr. DeWinp. Had those returns been filed ¢ 

Mr. Frank. Yes. 

Mr. DeWinp. Did the investigation—excuse me, please continue, 
if you wish. 

Mr. Frank [ut we could not determine from either Boland on 
Jones as to whether these returns that were delinquent had actually 
ever been prepared or whether Boland prepared them, or whethe: 
Boland had neglected to file them. Jones didn’t know and Boland 
didn’t know. 

Mr. DeWrnp. Was it established that Mr. Boland had undertake: 
to prepare and file Jones’ tax returns ? 

Mr. Frank. Jones said that he did and Boland said he didn’t, that 
he had taken care of some of them, but he didn’t know about these. 
When they first talked to the special agent and the deputy collector 
talked to Boland first, he said, “Oh, yes, they have been filed. You 
will find a record downstairs.” And when they checked there was no 
record of them being filed. And then he said, “I guess they weren't 
filed.” 

Mr. DeWrnp. Did Mr. Boland accept any compensation for the 
returns he did file ? 

Mr. Frank. There was no charge that he did and we found no evi- 
dence that he did. 

Mr. DeWrnp. That matter was investigated ¢ 

Mr. Frank. Yes, sir; in the general investigation of Boland. 

Mr. DeWrnp. Is this a situation where you just have been unable 
to determine one way or the other the truth or the falsity of this 

charge ? 
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Mr. Frank. No, sir. The charge is that Boland had agreed to pre- 
pare and have filed returns for this individual. We have not estab- 
lished that from the taxpayer; he wasn’t certain. 

Mr. DeWinp. In the investigation that was made of Mr. Jones and 
the failure to file his tax returns, did Mr. Boland have any part in that 
investigation ¢ 

Mr. Franx. Any part in that investigation ? 

Mr. DeWinpv. Did Mr. Boland interfere in any way or participate 
in the investigation of the Jones’ returns ? 

Mr. Frank. No; except at the time when the special agent and dep- 
uty collector started the investigation, Jones told them that Boland 
had taken care of the returns. When they went to Boland to check 
up on that, he said, “Yes,” that he believed he had. and returns had 
been filed. Then when they checked the records, they couldn’t find 
any returns. 

Mr. DeWinp. Did the deputy collector that investigated the case 
propose penalties against Jones for failure to file returns ? 

Mr. Frank. Yes. 

Mr. DeWinp. What penalties were proposed / 

Mr. Frank. So far as I know, the delinquency penalty and the 
negligence penalty, and they were imposed. 

Mr. DeWrnp. That was the initial recommendation of the deputy 
collector on the case ¢ 

Mr. Frank. So far as I know. 

Mr. DeWinp. Did Mr. Boland try to stop the imposition of those 
penalties in any way / 

Mr. Frank. No, sir. We interviewed the deputy collector and the 
special agent who made the investigation, and I don’t know that there 
was any interference with the special agent or the deputy collector on 
the case. 

Mr. DeWinp. Was the special agent Mr. Hedrick ? 

Mr. Frank. Yes. 

Mr. DeWrnpv. Did Mr. Hedrick make any statement concerning 
the assessment of penalties against Jones ¢ 

Mr. Frank. We have a sworn statement from him on it. Hedrick 
recommended that the case be closed. Special Agent Hedrick sub- 
mitted a report recommending that it be closed on the basis of delin- 
quency-negligence penalties. 

Mr. Byrnes. What date was that? 

Mr. Frank. January 10, 1951. 

Mr. DeWrnp. Prior to that time, had penalties been assessed ? 

Mr. Frank. Not that I know of, sir. 

Mr. DeWinp. But you do not know of any recommendation or un- 
willingness to assess penalties against Jones on the part of Mr. Boland 
or anybody else ? 

Mr. Frank. No, sir. So far as I know, the special agent and the 
deputy collector who made the investigation proceeded with their 
investigation and made the recommendation and the report went 
through. 

Mr. DeWinv. The next item on the—— 

Mr. Byrnes. Could you just summarize that case? As far as the 
allegations are concerned, other than that part that was in paren- 
theses, it was correct allegation, is that not right, as contained in the 
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bill of particulars, even though there is no specific charge as to the 
matter of what the misconduct was? 

Mr. Franx. It was correct to the fact that the taxpayer did not file 
returns. 

Mr. Brynes. And the taxpayer said that the returns were prepared 
and filed by Chief Field Deputy John J. Boland? 

Mr. Frank. Yes. 

Mr. Byrnes. That is really all there was to the bill of particulars ? 

Mr. Frank. Yes, sir. I could not figure it out as a charge. 

Mr. Byrnes. No. 

Mr. Franx. And when we investigated we found that Special 
Agent Hedrick and the deputy collector had investigated and set up 
the tux negligence and delinquency penalties, and they didn't state 
that there was any interference in any way. It was just that appar- 
ently Boland had promised to prepare returns and didn't. We are not 
sure of that because you would have to take the taxpayer's word for it, 
and he was trying to get out of the delinquency penalty by saying 
that somebody in the collector’s office had promised to take care of the 
returns for him. 

Mr. DeWinv. Was it any 
returns for taxpayers ¢ 

Mr. FRANK. Generally, I believe, all the deputy collectors and people 

n the collector’s ollice at income-tax time try to prepare returns and 
help the taxpayer. 

Mr. DeWunp. That is done at the offices of the internal revenue 
collector whet } eople come in? 

Mr. Frank. That is nght 


Mr. Di Wi ND. Th 3 Was not do e in thal 


part of Mr. Boland’s cluties to prepare 


Mr. Frank. I believe Jones’ statement 
~ : ‘ 


iector’s office to have Boland take care of them. 

Mr. DeWinp. He came to see Mr. Boland at his oflice and ask 

m to prepare his returns? 

Mr. Frank. Yes; that he had been doing so over a period of year 

Mr. DeWinp. In the bill of particulars, there is a parenthetical 
statement made concerning Mr. Boland, making certain allegation 
concerning him. Were those allegations investigated ? 

Mr. Frank. Yes, sir. They were immaterial and irrelevant but we 
looked into them. 

Mr. DeWinp. Were they true or were they false? 

Mr. Frank. We have affidavits stating that they are false. 

Mr. DeWtnp. That is. the allegations concerning Boland and a 
relative of Boland’s were determined to be false by your investigation / 

Mr. Franx. Yes. We have affidavits to that effect. 

Mr. DeWrnp. Are you satisfied that the investigation was complete 
and that there was no foundation to those statements concerning 
Boland and his relative? 

Mr. FRANK. > es, SLI. My agents inter iewed the people who should 
have knowledge of that, and those people gave aflidavits to that effect, 
and I am relying on those affidavits. 

Mr. DeWrnp. Mr. Chairman, do you wish to have that made part 
of the record: that is, that the allegations therein were determined to 
be false ? 

Chairman Kine. I would say “No.” Unless there is an objection, 
I shall so order. 
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Mr. DeWrnp. The next item on the bill of particulars related to a 
so-called internal revenue employees’ welfare fund. It was stated 
that this fund was collected from persons who had or might have 
potential income-tax troubles. Was the existence of that fund 
investigated ¢ 

Mr. Frank. Yes, sir. 

Mr. DeWrnv. Can you state generally what the investigation 
disclosed ¢ 

(No response. ) 

Mr. DeWinp. Specifically, was there found to be a fund known as 
the Internal Revenue Employees’ Welfare Fund in the collector's office ¢ 

Mr. Frank. Not by that name, I don’t believe. There was a fund 
started on May 13, 1943, called the National Association of Collectors 
of Internal Revenue Welfare Fund. That was started for one par- 
ticular purpose, apparently, to provide funds for a deputy collector 
who is suffering from cancer to take care of his family and him. They 
collected some $3,558.67. Of that amount, $2,719.66 of the fund 
went to this deputy collector and his family. On May 5, 1944, there 
was a meeting in the collector's office. That was before Collector 
Smyth was in. This was when Mr. Berliner was collector. At that 
meeting that fund was merged into a new fund that was set up, called 
the Emplovees’ Welfare Fund of the Office of the Collector of Internal 
Revenue, First District of California. 

The balance of $639 from this old fund was put into the bank 
account of the new fund. From 1944 through 1948 there was a sum 
total of $10,457.64 collected by that fund; that is, from 1944 through 
1948 there was some $10,000 total. 

Mr. DeWinp. Were you able to establish the identity of the persons 
who contributed that $10,000 ? 

Mr. FRANK. In some degree: ves. 

Mr. DeWrnpv. Were the contributions to the fund made by tax- 
payers ¢ 

Mr. Frank. Yes: insome instances. I would say in many instances. 

Mr. DeWrnp. Were they taxpayers that had any tax difficulties or 
liabilities outstanding ? 

Mr. Frank. We could not find any that contributed because they 
were in tax difficulties. 

Mr. DeWrnp. Did you find any reason why they should have con- 
tributed to the fund / 

Mr. Frank. Except like a motorist buys a ticket to the policemen’s 
ball because the policeman stops him. 

Mr. DeWrnpv. Then what you discovered was that these people made 
contributions to this fund after deputy collectors 

Mr. Frank. Would come to their place of business. 

Mr. Kran. Mr. Frank, a motorist that buys a ticket for a police- 
men’s ball sometimes hopes that he has a receipt in his pocket when 
he is stopped for speeding. 

Mr. Frank. I think maybe some of these contributors thought the 
same thing. 

Mr. Kran. It seems to me that it is a very, very improper thing to 
do; that is, to ask a taxpayer to contribute to a fund for the welfare 
of the employees of the Bureau of Internal Revenue. Do you not 
think so? 
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Mr. Frank. Yes, sir; I think so. And I believe there were some 
instances here where it was improper—that is, the collections that 
they made—and a fund of that kind should only be collected from 
the employees themselves. 

As a matter of fact, because of complaints about it, the fund was 
stopped in 1948, and it ended at that time. So far as we have been 
able to determine from the investigation, the funds actually were used 
for internal revenue employees’ benefit, although I think there is some 
question that some of it was used for parties and entertainment, which 
I hardly think is welfare, although it may be considered so. 

There was one party, I believe, that they claimed, or there was an 
allegation that the party was given for the Commissioner of Internal 
Revenue. I believe the agent who made the investigation found out 
that it was not paid for out of the fund, but when we were questioning 
the people who handled the fund one of them raised the point and 
said, “If the Commissioner would give us a raise, it was for our wel- 
fare.” 

So I really think that the details of this fund, if you want them, 
could be much better given by Special Agent Krause, who made the 
detailed investigation. 

Mr. DeWinp. Leaving aside the details for a moment, who admin- 
istered the fund ? 

Mr. Frank. Chief Office Deputy Paul V. Doyle and Assistant Chief, 
Income ‘Tax Division, John Malone. 

Mr. Dy Winp. Did they keep records of how they disbursed the 
money in that $10,000 fund ¢ 

Mr. Frank. No, sir; they did not. 

Mr. DeWinpb. Was it kept in a bank account on which checks were 
drawn ? 

Mr. Frank. Yes, sir. 

Mr. DeWinp. Were those checks retained, or were they cdiest royed ¢ 

Mr. Frank. There was an allegation in this bill of particulars that 
the checks had all been kept and then destroved when the Intelligen e 
Unit started to make an investigation. The Intelligence Unit did not 
make any investigation of the fund; and, from the statement of the 
party who destroyed the checks, they were not destroyed at any pal 
ticular time, they were just perlodi ally destroyed over a period of 
years. 

Mr. DeWrnp. Is it a fact that over a period of years there were 
rumors concerning this fund and that the Intelligence Unit never 
made anv investigation of those rumors ? 

Mr. Frank. I don't know whether—yes; that is true. I don’t 
know whether the rumors reached the offices of the Intelligence Unit. 

Mr. DeWinp. You say you don’t know whether the Intelligence 
Unit heard of these rumors? 

Mr. Frank. No; but perhaps the special agent who made the inves- 
tigation would know that. 

Mr. Byrnes. Mr. DeWind, I wonder if it would not be advisable, 
for instance, in this particular instance—maybe we should have done 
it in some of the others—but at least at this point, since all of the 
information contained in the bill of particulars has come out already 
in one form or another to at this point put in this complete allega- 
tion as it was contained in the bill of particulars so that we can have 
the comments relating directly to it. 
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Mr. DeWinp. I certainly see no objection in this case to reading the 
whole thing in. 

Mr. Byrnes. Why not read that, Mr. DeWind, and then continue 
your comments with reference to it? 

Mr. DeWrnp (reading) : 

Internal Revenue Employees’ Welfare Fund.—This fund in the amount of some 
$11,000 was collected by former Collector Harold Berliner from brewers, liquor 
dealers, bookies, operators of houses of prostitution, and others with potential 
neome-tax troubles. The collection was made throughout the first district of 
California by various deputy collectors under Collector Berliner’s direction. 
Lists of contributors were kept, with the understanding they were not to be 
listurbed. 

This fund was placed in the hands of Chief Office Deputy Paul V. Doyle and 
Assistant Chief, Income Tax Division, John Malone. The account was main- 
tained in the Hibernia Bank, McAllister and Market Streets, San Francisco, Calif. 
All checks were signed by Doyle and Malone, who, it has been determined, were 
equired to make no accounting as to the disposition of the fund. All checks 
nd records were destroyed by Doyle and Malone when it was found that the 
fund was broke and that an investigation of the fund might be made by the 
Intelligence Unit. 

Is that charge correct in all particulars? 

Mr. Frank. I don’t think so. 

Mr. DeWrnp. Is it incorrect in any important particular? 

Mr. Frank. I think you would have to take each individual part of 

and I feel definitely on this particular point that the spec ial agent 
who made the investigation would be much better qualified to answer 

hose questions than | would. I only have an opinion based upon his 
nvestigation, and I do not have a detailed report on it before me, and 
[ hesitate to try to answer these detailed matters because I do not 
save the information before me. 


.-Mr. DeWinpv. But in general, then, you say that there was such a 
fund: that it was raised ina manner which seems to you improper from 


ersons that were under tax investigations ? 

Mr. Frank. In some instances. I think other contributions were 
perfectly proper. 

Mr. DeWinp. You have found that there are no records of the fund 

id how it was disbursed ? 

Mr. Frank. I believe the special agent has found the record of the 

hecks and has gone into that, and that is why I think he could give you 
the detailed answer on this. 

Mr. Curtis. | would like to ask a question or two about that. How 

any deputy collectors were soliciting money for this fund ¢ 

Mr. rank. I do not know, sir. 

Mr. Curris. Do you know whether they accepted cash, or were all 
the contributions made by check ? 

Mr. Frank. I do not know, sir. 

Mr. Curtis. Do you know whether or not the total amount of money 
collected in ¢ —_ was deposited in the bank ? 

Mr. Frank. I do not know, sir. 

Mr. Curtis. Do you know whether or not any of the contributors 
fell within the categories listed in that allegation ? 

Mr. Frank. From talking to the special agent who made the inves- 
tigation, I believe some of the collections were from liquor dealers, 
from cabarets, and places of that kind. 

Mr. Curtis. But the only way you could ascertain the total amount 
paid by various people would be an investigation of each individual 
who collected money for it. Would that be true? 
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Mr. Franx. Yes, sir; I believe the special agent who made the inves- 
tigation has attempted to ascertain all the sources of the collection 
and also all the disbursements that were made from the fund. I think 
he would be qualified to give the answers to these questions. 

Mr. DeWrnp. As a result of this investigation, Mr. Frank, has any 
action been taken against any of the deputy collectors who were in- 
volved in the collection and distribution of this fund? 

Mr. Frank. Not that I know of, sir. 

Mr. DeWtinp. The identity of some of the deputy collectors who 
collected these funds from various taxpayers has been determined, has 
it not? 

Mr. Frank. Yes, sir. 

Mr. DeWinp. That matter is under continuing investigation, or 
has it been closed ? 

Mr. Frank. I believe the case jacket is still open, and I don’t know 
whether a final report has been submitted on it or not as yet. 

Mr. DeWrnp. Has any action been recommended with respect to any 
of the deputy collectors involved in the collection of the fund ? 

Mr. Frank. Not that I know of. 

Mr. Byrnes. Is this activity in violation of the Bureau regulations 
or any specific laws that you know of ? 

Mr. Frank. There is a general instruction that says that employees 
of the Bureau shall have no financial dealings with taxpayers. | 
believe that would come under the prohibition that you should not 
collect from a taxpayer for a welfare fund. 

Mr. Byrnes. That is the only violation that you can think of? 

Mr. Frank. Yes, sir. 

Mr. DeWrnp. It has not been found that in any case the deputy 
collector agreed to take any particular action if the contribution were 
made ? 

Mr. Frank. No; I am quite sure that there has not been. One 
instance of the way I believe they collected, that the special agent 
told me about, was that at income-tax time, when the deputies were 
preparing returns, there was some testimony he adduced and got 
statements from the deputies that people would offer them money for 
preparing returns, and they would say, “We are not permitted to take 
money for preparing returns, but, if you want to contribute to the 
welfare fund, put it in the box,” and it was put in the box and given 
to the welfare fund. Of course, that was stopped. I mean that is im- 
proper. But I believe the special agent who made the investigation 
has some evidence to that effect. 

Mr. DeWinp. It is also true that Doyle and Malone, who adminis- 
tered the fund, have not kept any accounting or record of just how 
they spent the money ¢ 

Mr. Frank. Yes, sir; Iam sure that the special agent didn’t find any 
record of the disbursements of the account. 

Mr. Byrnes. Did he find any list of the contributors; that is, a 
complete list ? 

Mr. Frank. I think there was some list at first before it became 
the—— 

Mr. Byrnes. I would be more particularly concerned with the 
period from 1944 to 1948 than the period from 19438 to 1944. 

Mr. Franx. I don’t think he found any list of contributors there. 
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Mr. DeWrnp. The next item, Mr. Frank, related to forwarding of 
income-tax cases from the collector’s office to a particular individual 
practitioner. 

Mr. Frank. Yes, sir. 

Mr. DeWinp. Has that matter been investigated / 

Mr. Frank. Yes, sir. 

Mr. DeEWinpb. What was the result of the investigation ? 

Mr. Frank. The individual named made a complete denial of the 
matter under oath to us and gave us an affidavit to that effect. 

Mr. DeWinp. Has it been determined that the practitioner con- 
cerned did handle Causes that arose in the collector's ollice ¢ 

Mr. FRANK. He cid not. 

Mr. DeWinp. That is, vou have checked all the matters in which 
this practil ioner appeared ¢ 

Mr. Frank. Well. not all—wait a minute. We start out with a 
pecific attorney and he denied it. Oh,no. I see what you mean now. 
We are making a continuing investigation of the other practitioner. 
We are making an income-tax investigation of him at the present time. 

Mr. DeWinp. Have vou found any evidence that taxpayers were 
directed to take their tax cases to a particular individual at the 
suggestion of the collector's oflice ? 

Mr. Frank. No, sir; at the present time we have not found any 
evidence to that effect. 

Mr. DeWrnp. That is a matter you are continuing to investigate ? 

Mr. Frank. Yes, sir. 

Mr. DeWinp. Then at the present time you can’t state any con- 
clusion as to whether this charge was correct or incorrect ¢ 

Mr. Frank. No, sir. Well, with respect to the allegation, however, 
it read there, this specific allegation No. 14, we have a specific answer 
to that. 

Mr. DeWinp. Mr. Chairman, do you want that allegation read 
into the record ¢ 

Chairman Kina. If there is no objection, it will not be read into 
the record. 

Mr. DeWImnp. This specific allegation has been determined Lo be 
untrue ? 

Mr. Frank. Yes, sir. 

Mr. DeWinp. And you are satisfied that that investigation is 
complete / 

Mr. Frank. Yes, sir. 

Mr. Byrnes. Did Mr. Doolan say where he got this information 
that he set forth here ? 

Mr. Frank. Yes, sir; and the party denies it. But we have not 
been satisfied with just this. We are pursuing the whole course of the 
matter, and we still haven’t found anything to substantiate it. 

Mr. Byrnes. Did Mr. Doolan name to you a person who told him 
ibout this? 

Mr. Frank. Yes. sir. 

Mr. Byrnes. You contacted that person ? 

Mr. Frank. And we have an affidavit from him. 

Mr. Byrnes. And the person says that he never told Mr. Doolan 
such a thing? 

Mr. Frank. Yes.sir. We did that in each one of these 15 allegations. 
We did talk to Mr. Doolan and each case went back to the people he 
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said gave him the information and in talking to them, if they would 
deny it, we would put them under oath, and either take a question-and 
answer statement from them, or we would just take it in the form of an 
affidavit under oath that they denied that they said what he put in 
the allegation that they had said. And I have the whole list of the 
number of affidavits that we have from people like that. 

Mr. DeWinp. Mr. Frank, the last of the charges in the bill of par 
ticulars states that a former deputy collector, now associated with a 
tax-accounting firm, or now working as a tax accountant, maintains 
close relations with two other deputy collectors and special agent 
There is no specific charge of any misconduct. It simply alleges the 
close association. Have you looked into that matter? 

Mr. Frank. Yes, sir; we have. 

Mr. DeWrnv. Have you found anything indicating improper 
conduct ? 

Mr. Frank. No, sir; we have not. We investigated a number of 
cases where this former deputy collector represented taxpayers after 
ward to see if there was anything wrong in those cases. In one of the 
cases we found that criminal prosecution had been recommended; in 
another case additional tax and fraud penalties had been recommended, 
and we can’t find that this former deputy collector had acted im 
properly in any way since he left the service. 

Mr. DeWrnp. Had the two deputy collectors and the special agent 
referred to actually handled the cases that you mentioned ? 

Mr. Frank. Yes, sir; they had. 

Mr. DeWrxp. But you found nothing incorrect in the handling of 
the causes ¢ 

Mr. Frank. No, sir. 

Mr. DeWinp. One was recommended for criminal prosecution ¢ 
Mr. Frank. One was recommended for criminal prosecution whi 
is now pending in the Department of Justice. The other one wa: 
recommended for additional tax and fraud penalties and we reviewed 
the files to see if there was anything improper with the way the cas 

had been disposed of, and there was not. 

Mr. DeWinp. Are those the only two cases that this former deputy 
collector handled with the special agent and the two deputy collectors ? 

Mr. Frank. Yes, sir. 

Mr. Kean. I have some questions. 

The name of Mr. John Malone has been mentioned several times 
He was Assistant Chief of the Income Tax Division, is that right? 

Mr. Frank. Yes, sir. 

Mr. Kean. And now he is temporarily suspended, but no indict- 
ments have yet been placed against him ¢ 

Mr. Frank. That is correct, sir. 

Mr. Kean. This Mr. Malone is a brother of Mr. William Malone 
who is politically well known in this area; is that right? 

Mr. Frank. Yes, sir. 

Mr. Kean. What is Mr. William Malone’s position ? 

Mr. Frank. He is an attorney. 

Mr. Kean. Did he have a political position? Mr. King just tell 
me he is county chairman. 

Mr. Frank. I didn’t know. I knew he held some position. I didn’t 
know what it was. 

Mr. Kean. Democratic county chairman. 
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Chairman Kine. Democratic county chairman and State chairman, 
Too. 

Mr. Kean. What is the history of Mr. John Malone’s connection 
with the Bureau of Internal Revenue? Do you know when he was 
appointed to the Bureau, how he was appointed 4 

Mr Frank. I do not have the details before me, sir. ‘Lhe special 
agent who investigated that could give you those details. 

Mr. Kean. You do not know whether he was one of these people 
that were appointed in the collector’s office before it was civil service, 
and then was frozen in? 

Mr. Frank. I am sure he was. 

Mr. Kean. You think he is one ¢ 

Mr. Frank. Yes; I am sure he was. 

Mr. Kean. When he was appointed to the service as a_ political 
appointee, would there have been a special agent’s report on him at 
that time ? 

Mr. Frank. If there was. we have it. But I am inclined to think 
t was before the character investigations were made. [I am not certain 
of that, sir. 

Mr. Kean. And those people who were frozen in, when they were 
frozen in, they would not have had any further examination ? 

Mr. Frank. No: there were no further investigations made after 
that time after they had been in the service for a period of time. 

Mr. Kean. So all of those people who were appointed to the De- 
partment back in those early days as political appointees—and I have 
no criticism of that—had no examination especially made about their 
qualifications ¢ 

Mr. Frank. No, sir, those character investigations, I believe, start- 
ed around 1935. 

Mr. KEAN. You think that Mr. Malone has been in the service even 
back of 1935? 

Mr. Franx. I am inclined tothink so. 

Mir. Kean. You think so? 

Mr. Frank. Yes,sir. lam not sure. 

Mr. Krocu. Mr. Kean mentioned about examinations, and you men- 
tioned about character investigations. When the Ramspeck Act was 
enacted, did not those who then were in the service have to qualify 
under C1V il service examinat ions ? 

Mr. Frank. I do not believe it was a written examination. 

Mr. Krogu. Whatever regulations the Civil Service laid down, they 
had to be qualified under those regulations in accordance with the 
Ramspeck Act? 

Mr. Frank. Yes, sir. 

Mr. Kean. But they had an unassembled examination, and anyone 
who had been in the Department a short time would have been very 
easy to pass, unless they were completely dumb. 

Mr. Frank. I don’t believe it was a written examination. 

Mr. Krocu. I would like to point out that those procedures were 
laid down by the Civil Service Commission and not the Bureau of 
Internal Revenue. 

Mr. Frank. Yes, sir. 

Mr. Curtis. Mr. Chairman. 

Chairman Kine. Mr. Curtis. 
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Mr. Curris. It was Mr. Doolan that provided the information for 
this so-called bill of particulars ? 

Mr. Franx. Yes, sir. He stated that he wrote the letter to Senator 
Tobey. 

Mr. Currts. You interviewed Mr. Doolan about each and every one 
of those charges? 

Mr. Frank. Yes, sir. 

Mr. Curtis. Was Mr. Doolan placed under oath ¢ 

Mr. Frank. Yes. sir. 

Mr. Curtis. Now, in dealing with all of the witnesses in trying to 
ascertain the truth of those charges, were all af those people placed 
under oath ? 

Mr. Frank. Yes, sir. 

Mr. Curtis. Including the three marines or marine officers or met 
chant-marine men ? 

Mir. Frank. Yes. sir. IT am sure we have statements from two of 
them. The third one, | believe, was in the hospital when we inte! 
viewed him. Iam not sure. I will check it in a minute. 

Chairman Krve. I might state for the members of the committee. 
during this interval, that it will be necessary for Mr. Frank to return 
following the luncheon period. 

Mr. Curtis. May I resume then? In that case I will just let him 
ascertain that. 

Chairman Kina. Very well. I just did not want you to be under 
pressure, thinking that he was being released. 

Will you return, Mr. Frank, at 2:30, for a short period after lunch? 

Mr. Frank. Yes, sir. 

Chairman Kine. We will recess now and resume at 2:30 o’clock. 

(Thereupon at 12:35 p. m., a recess was taken until 2:30 p. m., the 


same day -) 


AFTER 


RECESS 





Chairman Kine. The committee will come to order. 


TESTIMONY OF WILLIAM E. FRANK, SPECIAL AGENT IN CHARGE, 
SEATTLE DISTRICT, INTELLIGENCE DIVISION, BUREAU OF 
INTERNAL REVENUE—Resumed 


Mr. Curtis. Mr. Frank, yesterday when we were inquiring about 
Mr. Tierney—— 

Mr. Frank. Yes, sir. 

Mr. Curris. You stated a time or two that the matters relating to 
him were now before the grand jury; is that correct ? 

Mr. Frank. No, sir; I don’t reeall exactly what my testimony wa 

Mr. Curris. What are the facts? 

Mr. Frank. The facts are that we made our investigation and sub 
mitted reports, and I submitted those reports to the Taylor grand 
jury. I read the charges and the answers and told them my recom 
mendation. I gave them the facts that I read yesterday here before 
the committee. That was to the Taylor grand jury. 

Mr. Curtis. When was that done? 

Mr. Frank. It must have been done at some session in November 
after I had written my final report. I believe the final report wa 
about November 12, or thereabouts. And it would be some Sessiol 
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of the Taylor grand jury immediately after that. The next session 
after that, my final report, that is. 

Mr. Curris. Was that the time that the facts in reference to 
Furtado back dating some papers allegedly at the request or direction 
of Mr. Tierney took place ¢ 

Mr. Frank. Yes. sir; that was what I read to that grand jury. I 
read the charges that I read to the committee yesterday. I read the 
ame charges to the erand jury. 

Mr. Curtis. Now I want to ask you something else. 

Mr. FRANK. May I finish what happened after that i 

Mr. Curris. Surely. 

Mr. Frank. I then submitted those reports to Washington, and 
sometime mM December IT was instructed to turn those reports over to 

he United States attorney's office, which I did. And, so faras I know, 
they are still in the United States attorney's office. 

Mr. Curtis. Now I want to ask you a few questions on another 

itter. 

Upon whom is the burden of proof in a tax return in the assessment 
of an income tax / 

Mr. FRANK. The burden of proof ¢ 

Mr. Curtis. Yes. 

Mr. FRANK. Whena taxpaver files a ret urn, I believe he has to prove 

at it is correct. Otherwise the Government can make an additional 
ssessment against him. 

Mr. Curtis. Yes. 

Mr. Frank. But in a legal proceeding, in a civil proceeding, where 
he Government has set up additional taxes against the taxpayer, the 
burden of proof is on the taxpayer to prove that he doesn’t owe that 

ount In a evil suit that 1s so unless fraud has been alleged. 
Phen the burden of proof is on the Government. In a criminal case, 
the burden of proof is on the Government at all times. 

Mr. Currts. Yes. Now. in other words, the taxpaver not only has 
to show the money that comes in to him, but he has to prove his dedue 
tions: is that not right ? 

Mr. Frank. Yes, sir. 

Mr. Curris. And that burden never changes until fraud is charged: 
= that not right ? 

Mr. Frank. Yes, sir. 

Mr. Curris. And under the procedure you can take any taxpayer 
nd proceed against him civilly and the burden remains on him unless 
vou charge fraud: is that not right ? 

Mr. Frank. Yes, sir. 

Mr. Curtis. Just how is that done? What are the methods by which 
vou can assess taxes and require the taxpayer to disprove your assess 

ent / 

Mr. Frank. The usual method is that a revenue agent makes an 

“mination of the taxpayer's return and decides that the taxpayer 
hould have paid more tax. That is his opinion. He writes a report 
to that effect. If that is approved by the review section and his su 

or, the taxpayer is issued a letter which we call a 30-day letter, 
vhich is a notice of proposed assessment. In other words, it advises 
the taxpaver that the Bureau intends to assert an additional tax 
gainst him, and he is given 30 days in which to protest. If within the 
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30 days he protests, a conference is given to him in the revenue agent’ 
ollice. There is a revenue-agent conferee and they have a hearing a 
which the taxpayer is heard, and the revenue- agent poy tory “an cal 
on the revenue agent who set up the assessment to explain why he se 
it up, and as a result of that hearing the conferee either decide 
that the taxpayer is right or that the revenue agent’s proposed asses 
ment Is right. 

Mr. Curris. Now, take the case of any taxpayer in a lower-incom 
bracket. He has an income of a couple of thousand dollars, and h 
says that his deductions amount to $700; who has to prove that $70: 
the taxpayer or the Government ¢ 

Mr. Franx. Well—— 

Mr. Curris. Who has to furnish the supporting evidence ? 

Mr. Frank. The taxpayer. 

Mr. Curtis. Is the Government obligated in any way to go to tl 
expense of investigating those items of deduction for the benefit of th 
taxpayer! 

Mr. Frank. No, sir; not that I know of. 

Mr. Curris. And what happens at the end of the 30-day-lett: 
period ¢ 

Mr. Frank. If the revenue-agent conferee agrees with the taxpaye 
there is a revision of the report, and the taxpayer doesn’t pay the add 
tional assessment. If the revenue-agent conferee upholds part of it « 
turns down part, it would be both ways, or if he upheld the revenu 
agent, then the matter is sent to the technical staff and a 90-day lett 
issues, in which the taxpayer is advised that the case has been for 
warded to the technical staff, and the taxpayer has 90 days in whi 
to file a protest. If he files a protest, he is given a hearing before t! 
technical staff, and either the conferee agrees or disagrees with hin 
If he agrees, of course, the taxpayer is released from his assessme1 
If the technical staff decide that the revenue agent’s report is rig! 
then the case is docketed before the United States Tax Court, and t! 
taxpayer has an appeal or a suit before the United States Tax Cou: 

Mr. Curtis. Now, the vast majority of the rank and file of citize: 
file a voluntary return, and make a full disclosure and rely upon t! 
deductions they can prove, is that not right? In the vast majorit 
of returns you do not have to do anything, is not that true? 

Mr. Frank. Yes, sir. I believe the Bureau only examines a sma 
portion of all of the returns that are filed. 

Mr. Curtis. In other words, we have a voluntary system. 

Mr. Frank. Yes, sir. 

Mr. Curtis. Now, in any case where there is money coming to a 
individual or to a concern or to a group, regardless of whether it is 
small amount or a large amount, the Government can assess what th 
believe the taxes would be and the burden still remains with the ta» 
payer to prove his deductions, is not that correct ? 

Mr. Frank. Yes, sir. 

Mr. Curtis. And that is true if someone is in the $10,000 brack« 
or $50,000 or a million dollar bracket, is not that correct! 

Mr. Frank. Yes, sir. 

Mr. Curtis. And that way you can bring to a head a disputed ta 
matter without the Government having to do all the auditing a 
furnishing all the proof,can you not ? 

Mr. Frank. Yes, sir. 
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Mr. Curtis. In other words, you can require that taxpayer whose 
taxes are in question to provide the proof ¢ 

Mr. Franx. I believe on ordinary routine audits that the agents 
do that, that is, they make a spot check. They only check a certain 
number of deductions. If they find they are right, they probably 
allow all of them. If they find some of them are wrong, they then 
may call on the taxpayer to prove all of them. If he is unable to 
fur nish proof, they set up the entire amount, or sometimes they arrive 
at some arbitrary figure. 

Mr. Curtis. Yes. If a taxpayer says he gave $25 to his church 
and you want proof, it is his expense or his troub le to go get his receipt, 
< that not right, and not the Government's ¢ 

Mr. Frank. Yes, sir. 

Mr. Curtis. Now, I think what the average taxpayer in California 
or anywhere else wants is the knowledge that all taxpayers are given 
the same sort of treatment. Do you not agree? 

Mr. Frank. Yes, sir; I think all taxpayers do. 

Mr. Curtis. Now, in the Kefauver hearings held in this city, volume 
0, page 1195, there was testimony taken concerning a Mr. Arthur 
Samish, and facts were put on the record concerning a fund under 
his control, and it appears from this record that the Government’s 
portion of the taxes on that fund were in question. According to 
these hearings, the amount involved as gross receipts to this fund 
for a period of 6 years was $935,943.19, and as the chairman then said, 
“I mean what we are conce rned about is whether the Government is 
being given a fair share in this matter.” 

in the official report of that Senate committee, which was a duly 
constituted arm of the United States Government, and these are 
United States taxes involved, in the official report of May 1, 1951, 
this recommendation was made: 

Suggest to the Internal Revenue Commissioner that Samish be assessed for 
$935,043.19, the admitted 6-year total of the Samish fund, as additional income, 
ind that he be taxed for this amount with interest unless he is able to show that 

* money was expended for properly deducted expenses. 


That was last May. Has that been done? 

Mr. Frank. I don’t believe it has. 

Mr. Curtis. Now, with reference to any taxpayer, the process that 
vou outlined of assessing the amount of taxes that may be due and 
requiring the taxpayer to prove his deductions, that can proceed in 

i¢ first instance without prejudice to any later inquiry into the fraud 
ingle, either civil or criminal, can it not ¢ 

Mr. Frank. That is not the usual practice. 

Mr. Curtis. But I say it can, can it not / 

Mr. Frank. I believe the Department of Justice had a policy which 
required the Bureau not to proceed with the civil side of cases until 
the fraud investigation er the criminal prosecution had been dis- 
posed of. 

Mr. Curtis. Yes; but I am talking about the case where you have 
o evidence, when you started out, of fraud. 

Mr. Frank. In that particular case that you have reference to, sir, 
| know that a squad was set up and assigned to investigate. 

Mr. Curtis. I am asking you a hypothetical question. With any 
taxpayer, coming back to the individual whose income is $2,000 and 
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he says he has six or seven hundred dollars of deductions, you can 
proceed to assess that and make him prove his deductions without wait- 
ing for a fraud investigation, if there is no fraud on the surface, can 
you not 

Mr. Frank. Yes, sir; you can. 

Mr. Curtis. And you do it right along, do you not? 

Mr. Frank. In some cases they do, and in some cases they don't 
I mean if they have—— , ’ 

Mr. Curris. It is not infrequent for a taxpayer to be advised that 
something he claimed as a deduction was not allowable and therefore 
his tax was increased so much. 

Mr. Frank. Yes, sir; that is a usual happening in many cases. 

Mr. Curtis. Now, one other matter I want to ask you about, and 
that is, do you know about a case of a cashier in an internal revenue 
oftice- J believe it was over in Stockton by the name of Thompson / 

Mr. Frank. Yes, sir. 

Mr. Curris. Was there a shortage of his funds? 

Mr. FRANK. Yes, sir: | believe S569, or some amount, ] have it 
here: 8566.12. 

Mr. Curtis. What disposition was made of that case? 

Mr. Frank. The father of this E. J. Thompson made restitution 
of the amount and the individual was permitted to resign from the 
service. 

Mr. Curris. Were any criminal charges filed against him / 

Mr. Frank. No, sir. 

Mr. Curtis. Do you know why there were not / 

Mr. Frank. At the time that happened, which was on December 1, 
1949, it was not reported to the Intelligence Unit. We did not know 
about it until— 

Mr. Curtis. Whose duty was it to report that ? 

Mr. Frank. The individual’s superior, and ultimately the collector 

Mr. Curtis. Who was his superior / 

Mr. Frank. Division Chief John W. Coffman. 

Mr. CURTIS. W here is he now ¢ 

Mr. Frank. I believe he is still there. 

Mr. Curris. He is still on the job? 

Mr. Frank. Yes, sir. He reported it. 

Mr. Curtis. Mr. Frank, I am fully aware that a shortage of $50) 
is certainly not anything like an embezzlement running into four o 
five or six or more figures, but do you not believe that a greater degre 
of public ethics in law enforcement is required if we are going t 
maintain the confidence of the people in this voluntary tax syster 
of ours? 

Mr. Frank. I believe any embezzlement, no matter how large ©! 
small, is important to the Bureau of Internal Revenue and the specia 
agent in charge. If the matter had been reported to me, 1 would hav 
eaused an immediate investigation and on the facts referred it to th 
United States attorney for whatever action he deemed appropriat 

Mr. Curris. But so far as you know, no disciplinary action ha 
been taken against those superiors of Mr. Thompson who failed t 
make a report of this? 

Mr. Frank. I know that Coffman as division chief did report. it 
I believe he reported it to the chief field deputy who was Schin 
and Schino has been indicted ana Is awaiting trial. And ] bel t\ 
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Schino reported that to Collector Smyth, and Smyth has been dis 
missed from the service and is now awaiting trial. 

Mr. Curtis. But who would be the first individual who did come 
into knowledge of this embezzlement that should have reported it to 
the Intelligence ¢ 

Mr. FRANK. The ordinary pract ice there is for these division chiefs 
ind chief field deputy to report it to the collector and’ the collector 
reports it to the special agent in charge. In this case the collector 
lid not report it to the special agent in charge, who at that time was 
Ralph Read. 

Mr. Curtis. Who reported it to ‘Thompson's father and collected 
the shortage / 

Mr. Frank. I do not know that detail, sir. 

Mr. Curris. You do not know whether it was Mr. Schino cr im 
Mr. Frank. No, sir: I do not. 

Mr. Curris. That is all. Mr. Chairman. 

Chairman King. Proceed, Mr. Counsel. 

Mr. Di Winp. Mr. Frank, you have now deseribed the inve stigations 


, 
) @ 


ouhave made of the « areves sel forth 1h) the b 1] of partic lars. since 
our investigation began, have you received other charges that you 
ive investigated / 

Mr. Frank. The Assistant Commissioner Winkle turned over to me 


an anonymous letter that was addressed to Robert H. McMillan. Chief 
Assistant United States Attorney, and we have investigated the 
narees contained in that letter. 
Mr. DeWinpv. Whiat other sources, if any, of charges have you had ¢ 
Mr. Fran. I believe in my testimony yesterday morning IT ind 


ited we had from a rather wide variety. We had some informers 
ome in, we received some information from: various newspapermen, 
e had some ano vimou letters come mn that reached mie. Altogether, 
we made about 26 n vestigations of that kind. I havea list of them. 
Mr. DeWinp. All told vou have made 26 ¢ 
Mr. FRANK. Yes. ‘| nere were six allewat ions in the letter ndadressecd 


Assistant United States Attorney McMillan, but each one of those 
allegations contained innumerable suballegations that required 

onsiderable investigation. I do not know the total number, but there 
were a numbe ot separate charges under each one of these SIX 
rie idings. 

And then we made invest igations of some 26 other matters. 

Mr. DeEWinp. You hay ilready indicated that as to one or two of 

e items involved in the so-called bill of particulars vou still have a 
ontinuing investigation ¢ 

Mr. Frank. Yes, sir. 

Mr. Di WIND. Have you othe CON UNDUE investigation sf 

Mr. FRANK. Yes, sir. We have one of these w hich we expect—it 1S 

the United States attorney's office now. ‘That was from an anony 

ous letter and we have presented that to the United States attor nev's 
office for consideration as to prosecution. 
Mr. DeEWinp. What would you say generally as to the status of your 
vestigation now, Mr. Frank? Is it substantially completed? ~ Let 
me put it this way. Have you prepared a report of your investigation 
to date ¢ | 
Mr. Frank. No, sir: we do not operate that way. We break down 
the individual cases into what we call case jackets, and report each one 
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of them individually as we complete them. On an over-all investiga- 
tion, we merely submit brief general status reports until the investiga- 
tion is completed, and then we put in a final summary report stating 
that we have completed so many case jackets, and so many speci: al 
investigations, and we believe that the situation has been completed, 
and that is the last status report that we put in. In other words, we 
do not write one bulk report covering a whole investigation. We do it 
by individual assignments. 

Mr. DeWInNp. At the present time, as the result of your investiga- 
tions, there have been a number of dismissals, suspensions, and indict 
ments. Have all of the personnel actions been taken that you have 
recommended to date ¢ 

Mr. Frank. Yes,sir. Every recommendation I have made has been 
acted upon by the Bureau. 

Mr. Byrnes. Did they act in accordance with your recommenda 
tion ? 

Mr. Frank. Yes, sir. 

Mr. DeWinp. I do not sup pose at the present time you can make 
any estimate of how long your investigation will continue here / 

Mr. Franx. No, sir: I do not know. Of course, we will have to 
stay for the trial of the indictments also, and how long that will be, 
I do not know. 

Mr. DeWinp. Are you still in charge of any personnel investiga 
tions that come up at the present time ¢ 

Mr. Frank. Yes; that is, in this immediate area. We have not 
taken on the whole—like Arizona or Nev: ada. 

Mr. DeWunp. I mean in the San Francisco area. 

Mr. Frank. In the San Francisco area; yes. 

Mr. DeWrnp. So those matters have not returned to Mr. Davie: 
office’ You retain jurisdiction over all personnel investigations i1 
this area? 

Mr. Frank. Yes, sir. I believe whatever is coming in has bee: 
routed to me. It may be that in some instances there were matte! 
that were routed to me, like that that I discussed with Mr. Davies, 
and because of some circumstances that they were not related to th 
immediate situation or that some agent of his had made a prior i 
vestigation and was familiar with the details of that case, that w: 
arranged between ourselves that he would handle that particular 
ease. I don’t recall any such instance, but that is possible, that w: 
would work out some arrangement like that. 

Mr. DeWinp. Mr. Frank, as the result of the investigation that yo 
have conducted to date and in the light of your experience in investiga 
tive work in the Bureau of Internal Revenue, can you give the con 
mittee your appraisal of the situation that you found here in Sa 
Francisco, and of the causes that contributed to the situation y 
found here? 

Mr. Frank. I have had experience in investigation of only a fe\ 
collectors’ offices around the country. I have seen in those investiga 
tions much better offices than this one was so far as what we ha\ 
turned up by our investigation. I have also seen much worse offic: 

I would make that specific, that I have investigated the collector’ 
office in my own district in the Seattle dis — -I won't specify whic! 
one, there are four collectors’ offices there, but I have investigated Ses 
eral of them, and I thought they were much better than this office i 
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San Francisco. But I also had experience in the investigation of the 
third collection district of New York and I found that much worse. 

During the time we were there, we convicted on bribery and extor- 
tion possibly in a 2-year period 8 out of 10 people for bribery and 
extortions and there were other dismissals. 

[ consider that was a much worse office than this collection office in 
San Francisco. This office in San Francisco, considering the fact 
that it had some 1,300 employees—their collections in the last fiscal 
vear were $1,813,000,000, and they processed 2,580,000 returns—L think 


we found very little corruption in the office. 


We have some indictments. I think it is up to the litigation of those 
ndictments as to whether there was corruption in those particular 
cases. That is a matter for the courts to determine, whether those 
ndictments are sound. If they are, there is corruption to that ex- 

nt. But that is all we have found during his time. 

Chere was the conviction or plea of guilty of Furtado. There is 
nother, the Christman indictment, pending. But consider that out 

1,300 employees and the volume of work, I do not consider that it 

is a particularly bad office. 

\s to the reasons why it is as bad as it appears to be—or at least I 

nk it is; I say I didn’t think it was a good office—I would say that 
ce the war days, the collector's office had a tremendous expansion 
work and personnel. ‘They had a lot of additional duties. They 

ok on a lot of additional personnel. Some of the personnel was not 

oO good. | don’t believe the supervision of this collector’s office here 
: too strong or too good. I think perhaps that the ones who best 
ld tell about that would be the supervisors, Mr. Stikeleather par- 
larly, who went into that situation. But because of that large 

pansion in personnel and the volume of work they had to handle, 
| the slack super\ ision at the top, I would say a lot of things crept 

.such as this back dating which we found, which was not, I don’t 
nk, prevalent, because only a few returns out of a few million were 

ind. but it was more than it should be. I think the cases that 

owed up were particularly bad. That is why we investigated them 
| took them to the erand jury. 

| would say that the situation, I think, would be under control. 

Mir. DeWinp. Mr. Frank, here is a situation where the collector 
self and five of his top people were suspended. Subsequently, 
collector and four of those people were removed from the service, 
| indictments were brought against the collector and two of his 

» personnel. That is a serious situation in the sense that the situ- 
n has affected the very top people, the key personnel in the office. 

Mr. Frank. All I could say to that, sir, is that I don’t think they 
ild have been in there in the first place. I indicated that by the 
that the Intelligence Unit recommended against it at the time 
Smyth was appointed. 

Mr. DeWrinp. That is right. And is it not also true, however, that 
remaining key personnel entirely or largely occupied the same 
tions under the predecessor collector ? 

Mr. Frank. Yes, sir. I believe Doyle and Boland and Tierney 
e all carry-overs from Collector Berliner. 

Mr. DeWrnp. From your investigation and what you have learned 

voing into that situation, have you any information that you can 

e the committee on what caused that situation to develop, that 
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under two collectors you have key personnel in the office who are not 


properly discharging their duties in the opinion of the investigators 

Mr. Frank. As to the cause why they did it? 

Mr. DeWinp. No; as to why these people are there and why the 
stay there. 

Mr. Frank. I don't think they were qualified for those positio: 
when they were appointed to them. 

Mr. Byrnes. Did you go into the background of the employme: 
Ih your lhvestigation, and how they happened to get in, to see 1f the: 
was any chain that all of them followed ¢ 

Mr. Frank. I believe they were all of one political group. 

Mr. Byrnes. What do you mean by group 

Mr. FRANK. They were all one political party, and had been close 
associated politically. I don’t know what clubs they belonged to « 
who sponsored them, but I believe they were all in close alliance. 
did not investigate that. sir. I was interested in getting them out « 
the service if they had done anything wrong, rather than as to w 
they came into the sery ce, 

Mr by RNES, In othe words. you made no chee k to find out how t 
situntion really fot its start mn the first instance / 

Mr. Frank. No, sir, I did not. The men were suspended wher 
arrived here, and my primary problem was to see W hether the Ssuspe 
sions were justified, and whether there was any evidence to justif 
their removal from the service 

Mr. BYRNES. Has anvbody made su han Investigation to determ 
how this rol started / 

Mr. Frank. Not that I know of, sir. 

Mr. DeWinp. If T understand what vou are saying, Mr. Frar 


you did not set out to investigate that particular subject. But I 


wonder ev if in the course of vour investigation you did not obse) 
situations as to which you could give this committee information. 


One of the ultimate problems the committee must face is to «ke 
with the causes that result in situations such as appeared in S 
Francisco. 1 simply wondered whether in the course of your inv 
tigation you have observed any of the factors that m oht be at 
root of the way this thing developed. 

Mr. Frank. The simplest way I could answer that is that I beli 
the collectors had been civil-service employees, that situations | 
this would not have developed. Perhaps even in civil-service e} 
plovees you have them going wrong and trouble with them, too, but 


] 
! 


1 
i 


don’t think it would have been as bad as it has been here. 

Mr. Ky \N. Of these men who have been suspended, were noi 
ex ept one cy i] service employees ¢ 

Mr. Frank. Yes, sir, but they were the ones to come in under t! 
Ramspe k Lect. I don't believe any of them were originally ‘ 
service, 

Chairman Kine. Mr. Frank, is it not your opinion, based up 
your personal experience and those things you know, even though 4 
were not associated with them, that where an office has a strong, co) 
petent collector. the office is invariably il cood office / 

Mr. Frank. Yes, sir. 

Chairman KING. And when the collector is weak or incompete! 
unless as we found in one or two cases where the top flieht L\ 
service personnel is cood, the office is invariably ho good ? 

Mr. Frank. Yes, sir. 
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Chairman Kine. It depends entirely on the collector ? 

Mr. Frank. I am just surprised, sir, with the top command that 
there was here ¢n an office of this size and so many returns and so 
nuch tax collected, that there was so little wrong. 

Chairman Kine. In fact, it is fortunate that it was not much 
worse ¢ 

Mr. Frank. Yes, sir: I think it could have been much worse. 
Chairman Kina. How do you account for it not being much worse ? 
Mr. Frank. Well: because I think most of the people in the top 
lice there, or the things they did were not done with a view to making 
ioney for themselves. As I mentioned yesterday, it was done for 

political favoritism and friendship rather than because they were 

looking for graft or bribes. Our income-tax investigations of these 

people did not indicate that there was any accumulation of wealth 
at would come from any ill-gotten gains. 

Mr. DeWixp. Mr. Frank, did this particular group of persons that 
vere dismissed from the service constitute a closely associated group 
vithin the office 7 

Mr. Frank. They appeared to, yes, sir. 

Mr. DeWinp. And because of the association with the collector, the 
group was in control of the office? 

Mr. Frank. Yes, sir. 

Mr. DeWinp. What about the other key personnel of the collector's 
office? Were they somehow excluded from having any effect on this 
situation ? 

Mr. Frank. Whenever vour collector’s office, the inside operation, 
he chief office deputy and the chief field deputy, where those two top 
en do whatever the collector tells them to do, the office is controlled 

by the collector and those men, whoever they appoint, control the rest 
of the office. The assistant collector should be in ch: arge of a number 
of things, but if the collector goes to the chief office de ‘puty for things, 
ind doesn’t go to the assistant collector, the assistant collector loses his 
ommand there. 

Mr. DeWinp. Do I understand you to say then that there was a split 

that office along political lines? That there was one political fac- 
tion in which the collector was the leader and another political faction 

hich was excluded from control in the oftice ? 

Mr. Frank. IT have heard rumors and hearsay to that effect, but I 
lon’t know that it is a fact nyse lf. 

Mr. DeWtxp. Your observation was not such as to permit vou to 
iscertain that ? 

Mr. Franx. No, sir: I did not go into the politics of the office. or as 
to the detail of the operations of that. I was concerned with trying 
to investigate specific charges to get dismissals if they were justified, 
to obtain indictments if they were justified, and my time has been 
fairly oceupied with that phase of it. 

Mr. DeWrnp. In your investigation did you find anything to con 
tradict the statements that have been made, that there was a faction in 
that office in power and another faction that was excluded ? 

Mr. Frank. No. It seemed to me that that was so. 

Mr. Krocn. Excuse me. Mr. Frank, if you do not look for some 
thing, how can vou find confirmation of its existence or nonexistence ? 

Mr. Frank. People talk to you and give you rumors and gossip. I 
did not attempt to run it down because it wasn't relevant to mv inves- 
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tigation. But the people who told it to me, it seemed to me that they 
probably were telling the truth, although I didn’t attempt to verify it 

Mr. Keocu. You are reporting to us now what has.come to you by 
way of rumor and gossip ? 

Mr. Frank. Yes,sir. I characterized it as such when I answered th: 
question, because I couldn’t answer the question otherwise. 

Mr. DeWrnv. You have found no direct evidence that some persons 
in that office in key positions were unable to discharge their duties? 

Mr, Frank. I would say I didn’t look for such evidence as it wasn’t 
relevant to my investigation. 

Mr. DeWinp. Is that a matter that Mr. Stikeleather has been respon 
sible for looking into? 

Mr. Franx. I don’t know. He may have. I haven’t consulted wit! 
him on it. 

Mr. DeWrnp. You have mentioned here, Mr. Frank, the problem 
that confronted the Intelligence Unit in making any investigations of 
personnel in the collector’s office. Is it your conclusion that there wa 
a failure on the part of the Intelligence Unit to carry out its investiga 
tive duties with regard to personnel in the collector’s office ¢ 

Mr. Frank. No, sir; definitely not. I think the Intelligence Unit 
the way it is set up, the way it operated, did the best job it could wit! 
that particular set-up. 

Mr. DeWinp. I understood you to say that you thought the set-u; 
was very bad. 

Mr. Frank. Yes, sir. 

Mr. DeWinp. And that very bad set-up did result in a failure t 
make the thoroughgoing type of investigations of personnel tha 
should have been made. 

Mr. Frank. Oh, no, sir. I think they made thoroughgoing investi 
gations when they made them, but because of the volume of other work 
they tried to limit the number of investigations they got into. 

Mr. DeWinp. Because of the volume of the other work and becaus: 
of the disinclination to investigate people you have to work with, an 
because of all of the other reasons / 

Mr. Frank. Yes, sir. 

Mr. DeWinp. But Iam saying that you feel that a factor that con 
tributed to this situation was a failure to make adequate personnel i1 
vestigations, not to make them at all 

Mr. Frank. Whenever there was a specific complaint that looke: 
serious, I believe the Intelligence Unit made it and made it thoroug! 

Mr. DeWinv. But in going through all these matters that we hav 
seen here, where there was some basis to the charges made, it frequent| 
appeared that no investigation had been made, or that it had not bee: 
a thoroughgoing investigation. 

Mr. Frank. I do that, too. Maybe in some of these allegations that 
I have skimmed over, maybe I have made an error in judgment in ce 
ciding whether it should be gone into further. But that is what the 
special agent in charge has to do. I point out that during this period 
when these things were happening that the Intelligence Unit had ap 
proximately 100 agents taking care of the States of California, Nevada 
and Arizona, which take in a large collection district down in Lo 
Angeles. They had 100 agents for that entire territory. 

During the last 5 years, they have put through or recommended 
$92,680,000 of additional taxes and fraud penalties, they recommended 
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763 prosecutions, they obtained 197 convictions. The average addi- 
tional tax and fraud penalties recommended by those agents was 
$185,000 a year. They were busy with that work. That was the pri- 
mary function that they were engaged in, and these other cases were 
something that they had to handle along with it, and sometimes to 
their own detriment, because it was involving agents that they were 
working with. I think that they did as well as they could under that 
system. 

‘Mr. DeWrnp. But the system was not adequate ? 

Mr. Frank. Well, I think the new system of the Inspection Service is 
better. 

Mr. DeW inp. Take the Schino case; is it not true that in the Schino 
case the first investigation failed to investigate all of the charges that 
were made in that case ¢ 

Mr. Frank. | don’t know the details of that case, sir, but I pre 
sume you are correct. 

Mr. DeWinp. And there was a second investigation—— 

Mr. Frank. That turned up more. 

Mr. DeWrnp. And the second investigation, it is my understand 
ing, found nothing, and it was only the third investigation that con- 
firmed the charges. 

Mr. Frank. I don’t know that as a fact, sir. I think you would 
have to go into that. I was under the impression that there were only 
two investigations, and one didn’t find anything and the other found 
something. And that happens, too, because I have had reinvestiga- 
tions of matters that | have had and found that I made mistakes on 
them, too. 

Mr. DeWinp. The Christman cases, charges against Christman, 
have been around for 2 or 3 years. 

Mr. Frank. But to us they were not serious. Engaging in outside 
employment, matters like that. If it was a bribery or embezzlement 
or extortion case, the agents would have been after it immediately. 
But on other matters they were inclined to concentrate on the tax 
ases because that was all they could handle. 

Mr. DeWrnp. I say for whatever reasons, the investigations were 

{ adequate. 

Mr. FRANK. In some instances I would say that probably would 
be So, 

Mr. Byrnes. Excuse me, Mr. Counsel, but no matter what the 
excuse may be—there may be excuses here which I think you are 
trying to supply—still when you come down to the fundamentals of 
things, investigations of personne! were not made to the extent that 
they should have been made; is that not correct ¢ 

Mr. Frank. In some cases, I] would say that was so. 

Mr. Byrnes. Then it must be certainly true of the five or six top 
people that have been discharged or released in a very short period. 

Mr. Frank. We were not supposed to investigate those people on 
our own authority. We had no authority to investigate people like 
that. Unless a specific complaint would come to the Intelligence Unit, 
or a Case Was jacketed, telling us to investigate the collector, we had 
no authority to go in and investigate the collector. 

Mr. Byrnes. The point is that you never got any complaints. 

Mr. Frank. No; not that I know of, sir. 
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Mr. Byrnes. So that as to all of the complaints that were received, 
investigations were made? 

Mr. Frank. Yes, sir. I believe you will find every complaint that 
the Intelligence Unit received they investigated. Whether some 
were good or some were bad. IT can’t sav because I don’t know all of 
them. But I believe they investigated every one of them, and did 
what they could on them. 

Mr. Byrnes. I thought you just said they could not mke some of 
them, No. 1, because they were their friends, and did not like to do it; 
No. 2, because they were busy with other matters. 

Mr. Frank. No. Every complaint that came in that we thought 
was a complaint should be investigated by the Intelligence Unit, we 


investigated. The ones where it was outside employment or some 
thing thes would refer tothe collector for | iVestigation. They would 
refer to the revenue agent in charge for investigation. We do that 


with a lot of our work 


Chairman Kine. That is, it is not necessarily the Intelligence U 
job to do that sort of Investigating ¢ j 

Mr. Frank. That is what we understood, sir: that on an adminis 
trative matter we could turn that over to the head man in that par 
ticular group 

Chairman Kine. His outside employment would be considered an 


administrative matter. 

Mr. Frank. We considered it so unless it was a flagrant violation. 
an accounting practice or something like that. 

Chairman Kine. What else would be considered administrative 
motters from the standpoint of Investigation ¢ 

Mr. Frank. Drunkenness, disorderly, derelictions like that. We 
tried to limit our Investigations to briberv., embezzlement. extortion : 


and some other matter that appeared to be serious And I don’t men 
that these other matters are not serious. They are gut they could 


be handled by the other administrators. 

Mr DeWINp. And vel in this situation, the fact was that the 
collector and the group m control of that office were not interested 
in making Investigations in some of the matters that were referred 
to them. ana there was ho 5) stem for che king por the vdequacy of 
the r b that was being done there 

Mr. Frank. That ts right. 

Mr. DeWtnp. Unless it was the supervisor of accounts and colle: 
tions who had the responsibility for it ? 

Mr. FRANK Yes, sir. Of course, all the ‘ollectors’ offices are under 
the supervisors, and they have the job of checking those offices. In 
other words, the Intelligence Unit was not set up to supervise collec 
tors’ offices. There was a separate group of men set up to do that. 

Mr. DeWinp. The situation was that a rather disturbing situation 
could eXist mm the top levels of the collector’s office, and it did not 
appear to be the duty of any body to keep track of the situation, and so 
if cont inued over a period of years. 

Mr. Frank. Unless the supervisors were supposed to go into that 
Iam not familiar just to the extent of their operations. 

Mr. DeWrnp. Is it your understanding of the supervisor's duties 
that he is supposed to check on the administrative efficiency and general 
operating Integrity of the personne! ¢ 
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Mr. Frank. Yes, sir: that is my conception of what the supervisors 
do. “They see that the collector’s office is complying with the collector's 
manual and regulations and their administrative efliciency. 

Mr. Byrnes. How many people were dismissed out of this office in 
the last 12 monthis / 

Mr. FRANK. l do not have those fileures, sir. Mr. Davies, t he special 
agent in charge, would be able to furnish those. 

Mr. ByRNI 8. How rath \ have been dismissed since you al rived here 

n October 4 

Mr. Frank. About six or seven, I believe. 

Mr. Byrnes. Flow many of those are presently under indictment ? 

Mr. Frank. Three—no; four. 

Mr. Byrnes. Are any of the other three pending before grand juries ¢ 

Mr. FRANK. They are pending. One is before a grand jurs and two 
of them are in the United States attorney's office 

Mr. Byrnes. You said that what you found here was not good and 

t was not bad: it was sort of in between. Is that what I understand 
you to say 4 

Mr. FRANK. I think I sa dl that ] have seen worse collectors’ offices. 
ind I have seen much better. 

Mr. Byrnes. You cited the number of returns that are filed and the 
amount of Ones that is taken in and passes hands here, and I took 
it from that that you figured that under those circumstances the situa 
tion that developed here Was not anvthing to pret too concerned about. 

Mr. Frank. No, sir: I didn't mean to imply that. I meant to say 
that the bulk of those 1,300 employees, the civil-service employees in 
that office, must have been wood, honest people to have staved honest 
with all of the temptation and the management that they had. I 
think the bulk of those employees are to be commended for operating 
the way they did and for doing the work that they did. 

Mr. Byrnes. How many jackets did you say you opened for investi 
gation since you came in October / 

Mr. Frank. There were six sent to us 2 days after I arrived, and 
then we received income-tax jackets, I would Say at the present time 
we have about 15 or 20 of them altogether. That includes both tax 
and personnel jackets. 

Mr. Byrnes. Are you talking about current jackets or all the jackets 
that vou have had ¢ 

Mr. Frank. All that we have had altogether ; ves. 

Mr. Byrnes. Some of those were the early ones that you received ; 
some of them arose out of the bill of particulars, I take it ¢ 

Mr. Frank. Yes, sir. 

Mr. Byrnes. Some out of the letter from the dissident Democrats? 

Mr. Frank. None of them arose from that. 

Mr. Byunes. None arose from that ? 

Mr. Frank. No, sir. 

Mr. Byrnes. You opened no jackets as a result of that? 

Mr. FraNnK. No, sir. 

Mr. Byrnes. Do IT understand that it is only any items that relate 
to individuals who have had jackets opened on them that you are 
capable of testifying as to what the situation is? 

Mr. Frank. No, sir. On these other cases, we have special reports, 

nd we will have it in the file, and we always keep a record of it. 
bve rvthing that we investigate, we make a report, If there is no 
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major investigation, no detailed investigation, we just write a special 
report, and it goes in the local division files. If there is any real 
investigation, a major investigation, we open a case jacket, give it 
a number, and make the investigation of record. But there are records 
kept of both the specials, as we call them, and the jacketed cases. 

Mr. Byrnes. I am talking particularly about the matters that you 
have concerned yourself with since you have arrived here in October. 
Is it fundamentally these 25 cases, or have you gone into other areas 
even though there may not be a jacket on them ? 

Mr. Frank. Oh, yes, sir; we went into others. I think I mentioned 
the total of those; about 26 other matters we have gone into besides. 

Mr. Byrnes. You have about 50 altogether? 

Mr. Frank. I would say we have about 50 investigations that we 
have made. There may be more. It is hard to break down some of 
these. There are different parts to them. That letter to Mr. MeMil- 
lan, there were six allegations in it, but each allegation contained a 
number of different parts, and we have separate re eports on different 
parts of a particular allegation, because it related to different peo- 
ple. 

Mr. Byrnes. There is one other little matter—it is not so little, 
but I just want to understand you correctly—I think in connection 
with this back-dating you suggested that you had only found eight 
cases of back-dating out of about 2 million returns. 

Mr. Frank. No: I don’t mean eight returns. I mean eight cases. 
In each case there may be more. For example, in one case there would 
be at least 24 or 25 returns. 

Mr. Byrnes. You said that was out of 2 million. But you don’t 
want to give the impression, do you, that you are sure in the other 
2 million that there is no back-d: ating ? 

Mr. Frank. No, si 

Mr. Byrnes. Because it is my understanding that you said that 
it was very difficult to check that matter. 

Mr. Frank. There may be a lot more there. 

Mr. Byrnes. But you ‘found eight? 

Mr. Frank. Yes, sir. How we could find them, I don’t know. 

Mr. Byrnes. This change of command here, and so forth, would 
that be a matter that we would better address to Mr. Stikeleather 
rather than you? 

Mr. Frank. Yes, sir; I think he is much more familiar with t} 
collector’s office and the personnel in it and the operations than w 
are. 

Mr. Byrnes. And how they actually functioned. 

Mr. Frank. He was working in the collector’s office on the account 
and the people there. We were working on specific allegations o 
corruption. 

Mr. Byrnes. Since you came before the committee on Tuesday, at 
reference was made to this bill of particulars and the photostat, ha‘ 
you been able to check and find out where that actu: ally did come from 

Mr. Franx. Mr. Davies gave it to me. He remembers giving it 
me. I don’t think he knows where he got it. He got it from anoth: 
agent who is now over at the “Bones” Re ‘mmer tri: + in Carson City. 
Mr. Byrnes. Does he know when he received it? 

Mr. Franx. I don’t believe I asked him that. 
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Mr. Byrnes. Is there anything in the file that would show when he 
first received a bill of particulars relating to various activities in the 
ollector’s office ? 

Mr. Frank. No, sir; I think you would have to ask him that. 

Mr. Byrnes. There is nothing to show whether it laid there for 2 
months, 5 months, or what: is there / 

Mr. Frank. I have some familiarity with it, sir, because I have 
discussed it with Mr. Davies, and I think Mr. Davies could give you a 
much better explanation of the circumstances of that than I could. 
| mean I have just discussed it casually with him, and I think my 
inswer is Just a vague recollection of a casual discussion with him. 
; think he knows what the circumstances were in connection with this 

ill of particulars. 

Mr. Byrnes. Did you ever make any effort to actually get hold of a 
copy or the original ? 

Mr. Frank. No, sir; I did not. I had the one that Mr. Winkle, the 
\ssistant Commissioner, had given me, which Mr. Schapiro had given 
iim; and I then had this; and I presumed that covered it; and, when 
ve talked to Doolan and he said he wrote it, he said that covered the 
harges, and he didn’t have anything else to add to it. 

Mr. Byrnes. Did he say that covered them all! 

Mr. Frank. Yes, sir. We asked him specifically if he had any more 
to add to it, and he said that he did not. 

Mr. Byrnes. I have heard that there is a sixteenth count in one 
of the bills of particulars. Do you know anything of an additional 
tem mentioned in one of the bills of particulars ? 

Mr. Frank. No, sir; I do not. I do know I had trouble with the 
vrand jury because they had one less. 

Mr. Byrnes. One less than you have? 

Mr. Frank. Yes, sir: how that h: appened I don’t know. 

Mr. Byrnes. | thought they had one more. 

Mr. Frank. No: the y didn’t have one of these specifications here. 

Mr. Byrnes. Did we go into all of the specifications that you have 

Mr. Frank. Yes, sir. 

Mr. Byrnes. In going through this bill of particulars, you men- 
oned that in each of the allegations made you have affidavits from 

e people involved, or who were involved by the allegations in the 

| of particulars. When were, for the most part, those affidavits 

ken ¢ 

Mr. Frank. During the course of the investigations as we inter- 

ewed the people. 

Mr. Byrnes. Were they taken, most of them, since October, or a 

od number of them before October ?¢ 

Mr. Frank. They would all have been taken since October. Prob- 
bly most of them in November and December. 

Mr. Byrnes. Most of them were taken since these five key people 

ive been dismissed ¢ 

Mr. Frank. Yes, sir. You see, when we first started working we 
oncentrated on these individuals, and we only fit this in as we could. 
hen we finished with those about the 16th of November; then we 

eally started to work on these allegations, and that is when we started 
to take statements and get affidavits from the people who were in- 
volved. 
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Mr. Byrnes. What I understand is that in some of these cases yo 
said that Mr. Doolan advised you of his informant or where he got the 
information, and then you talked to that person, and he would giv: 
you an aflidavit that he never did furnish such information to M: 
Doolan. I am wondering when those affidavits for the most par 
were taken. 

Mr. Frank. It would be both. In the letter itself there are nam 
mentioned of people where Doolan sald, if you go to this one, yo 
would get information. We went to that person and talked to him 
and, if he would deny it or aflirm it, we took a statement either way 
We didn't take it just for denial. We took it either way. 

Then later we called Doolan in and took a statement from him. | 
a lot of instances he didn't show where the information was obtain 
from. When we got those hames, we started to vo to those people f 
find out. In other words, it was both ways, both from the letter itse 
and from Doolan. 

Mr. Byrnes. Are those statements on that all in affidavit form / 

Mr. Frank. Yes, sir. They are either question-and-answer stat: 
ments under oath or they are affidavits. 

Mr. Curtis. Mr. Chairman. 

Chairman Kine. Mr. Curtis. 

Mr. Curtis. You referred to the 1,300 employees over here. — Is 
true that 10 or lv of those people contributed to this document pl 
pared by Mr. Doolan and that has been referred to as the bill ot 
particulars ¢ 

Mr. Frank. That 10 or 12 people contributed to this ¢ 

Mr. Curtis. Yes. 

Mr. Frank. So far as I know, Doolan prepared this himself. H 
said he prepared it himself, based upon information that he gather: 

Mr. Curris. Do you know whether it is true that, in the gatheri 
of that information, contributions of information were received fro 
quite a number of employees in the Bureau / 

Mr. Frank. We have interviewed approximately 35 people whe: 
he said he got information, or who could verify the information li 
gave, and we got 35 denials that was so. 

Mr. Curris. Where were those 35% Were they employees ¢ 

Mr. Frank. A good many of them; I would say the majority « 
them were employees. 

Mr. Curris. All of them denied it ¢ 

Mr. Frank. Yes, sir: under oath. 

Mr. Kran. Do you believe them / 

Mr. Frank. The 35? 

Mr. Kean. Yes. 

Mr. Frank. Yes, sir: I believe them. 

M IX AN. Do you believe then that Mr. Doolan just dreamed | 
all these charges himself / 

Mr. Frank. No, sir: I believe he was inaccurate and in error « 
most of them. He was true in some of them. 

Mr. Kean. When he mentioned names, you think he had no reas 
for mentioning those names Do you think he would have mention: 
the names knowing that the questions were going to be asked tly 
unless he believed that they would tell the same story to you that tle 
told to him 
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Mr. FRANK. 1 don't know why he sald these people would corrobo 
rate them. 

Mr. Kean. I think I know, because they told him the story. 

Mr. Frank. I don't think so, sir. 

Mr. Curtis. What were they asked, for instance, these 354 Were 
they asked if they contributed to the writing of that, or were they 
asked whether they had know ledge of the facts contained in a certain 
portion of it / , 

Mr. Frank. The statements that were made in the letter of what 
Mr. Doolan told us, we asked them, “Is that so: did vou tell Mr. Doolan 
that: did that happen; is this a fact 2” and in each instance they would 
“uy sh “by 

Mr. CURTIS, Now, Mr. Frank, you do not intend to convey the idea 
that vou feel that this office had a high standing so far as laxness in 
performance ot duty was concerned M4 

Mr. Frank. I did not understand your question, sir. 

Mr. CURTIS. Was there considerable laxness in the wal things were 
run in the San Francisco office / 

Mr. Frank. I think there was, sir. 

Mr. CURTIS. And considerable improprieties below the degree of 
what might constitute a severe felony ¢ 

Mr. Frank. Yes, sir. 

Mr. Curtis. And there was political favoritism ¢ 

Mr. Frank. Yes, sir. 

Mr. Curtis. Who is the boss over there now ? 

Mr. Frank. Acting Collector Mararik. 

Mr. Currts. Does he have authority over emplovees at the present 


time ¢ 


Mr. Frank. Yes. sir. 

Mr. Curtis. That is all. 

Mr. DeW rnp. Mr. Frank, you have indicated here, I think, that in 
some instances at least the people from whom Mr. Doolan believed he 
got his information indicated that something was said that he might 
ive misunderstood. 

Mr. Frank. Yes. sir. I didn’t mean that in all instances—I think 
| sac in some mnstances | said that Doolan was correct, and in other 
istances it Was possible that he misunderstood them. In other in 
tances they may have forgotten. I don’t know what the reasons were. 
But ina great many of them there was a denial that they had told him a 
specific thing, or a certain thing had happened. 

Mr. DeWinp. Asto some of the charges that Mr. Doolan made. they 
turned out to be accurate / 

Mr. Frank. Yes, sir. 

Mr. DeWinp. And as to the others they turned out to be inaccurate ¢ 

Mr. Frank. Yes, sir. 

Mr. DeWinp. And as to some of those 

Mr. FraANK. Something else developed. 

Mr. DeWinp. And as to some that were inaccurate, also, you were 
ible to find that conversations had taken place that apparently were 
misconstrued 4 

Mr. Frank. Yes, sir. 

Mr. DeWinp. For example, I think in the case of where Attorney 
Crittenden was involved, Campbell was reported to have made certain 
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statements, and Campbell said that it was a conversation that Doolan 
apparently misunderstood. 

Mr. Frank. Yes; in that case Doolan just misunderstood what 
Campbell had been talking about. 

Mr. DeW inv. Now, have you found, Mr. Frank, any evidence that 
Mr. Doolan was willfully giving false information ¢ 

Mr. Frank. I don’t know. I have not considered it from that angle. 
We were just trying to get at the truth of these allegations. We were 
taking statements, and we came up with many conflicts. What is the 
reason for it, what is in back of it, I don’t know. 

Mr. DeWinp. I did not want any implication to arise that he will- 
fully misstated unless you gathered that evidence, and I gather you 
did not get any evidence that he willfully gave false information. 

Mr. Frank. I would not be prepared to state that at the present 
time. I have not made any investigation of Mr. Doolan or his mo- 
tives or what he was trying to do with this. 

Mr. DeWrnp. Thus far you have no knowledge or no evidence that 
he did willfully misstate ¢ 

Mr. Frank. I wouldn't say that. I have a lot of affidavits of people 
who said under oath that things that he says that they told him—— 

Mr. DeWinp. Yes; but I say you have developed no knowledge that 
there was any deliberate—— 

Mr. Frank. It is a conflict of affidavits, and I would still have to 
resolve what the truth of that was by investigation. 

Mr. DeWinp. Some of them are explained by misunderstandings, 
evidently. 

Mr. Frank. Some. But I wouldn’t be prepared to say now that all 
of them were. 

Mr. DeW inp. Nor would you be prepared to say that they were 
deliberate ¢ 

Mr. Frank. No, sir; I have not made any investigation of Mr. 
Doolan. 

Mr. Byrnes. You gave him a pretty good going over, though, didn’t 
you? 

Mr. Frank. No, sir. The day that we questioned him, we discussed 
these 15 allegations, and I have been here longer than he, discussing 
these same things, longer than he was in our office discussing them. 

Mr. Byrnes. Were you as charitable with him in the examination 
of them as we have been with you? 

Mr. Frank. Yes, sir; I think so. You will have the statement. Ws 
supplied the statement to the committee. You can read the statement, 
and if you think we were—— 

Mr. Byrnes. I have not had a chance to do so, but I do intend to 
examine it. I heard that Mr. Doolan went through an examinatior 
that was not what one would call a tea party by any means. 

Mr. Frank. I don’t believe I have had a tea party here, either. 

Mr, Curtis. Let me ask you, you personally conducted the investi 
gation of Mr. Doolan when he was giving his statement ¢ 

Mr. Frank. No, sir. We were not investigating Mr. Doolan. 

Mr. Curtis. No, when you took Mr. Doolan’ s statement In regard 
to the bill of particulars, were you present ? 

Mr. Frank. No, sir, I was not present all the time. Assistant 
Special Agent in Charge Perry August of the Denver division was 
there, and Special Agent Fred Hoefke of mv Portland office were there 
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most of the day, and conducted most of the questioning. I was only 
in there a short part of the time. and I talked to Mr. Doolan, and 
it is recorded what I said to him, and I told him what the purpose 
of the examination was. 

Mr. Curtis. Now, when they went out to get the evidence as to 
whether or not Mr. Doolan’s story could be substantiated, did you do 
that personally ? 

Mr. Franx. No, sir. Practically all of the work on interviewing 
these witnesses had been done by my special agents. 

Mr. Curtis. And who were those special agents / 

Mr. Frank. Special Agent Everett D. Hopburg. 

Mr. Curtts. Is he someone who came in here in recent months? 

Mr. Frank. Yes, sir. He is a special agent of my Seattle district 
from the Portland office. Then there is Special Agent Fred Hoefke. 
He is a special agent from my Portland office. Special Agent Paul 
MacFarland from Salt Lake City. Special Agent Jim, Leach from 
Denver. Assistant Special Agent in Charge Perry August from 
Denver. There also at one time here was a Special Agent Paul Simon- 
on from the Seattle office. And Special Agent Herbert Holmes from 
the Denver office. ‘Those were all the special agents that were on 
the squad and participated with me in the investigation. 

Mr. Curtis. That is all. 

Chairman Kine. Mr. Frank, at what stage of the investigation of 
this bill of particulars, or the matters set forth in it, was Mr. Doolan 

nterrogated by your agents? The dates will not be important to me, 
Mr. Frank. 

Mr. Frank. I can’t fix in my own mind at what stage he was 
nterviewed. I don’t recall the date on which he was interviewed. 

Chairman Kine. Would he have been interviewed first, or would 
these allegations have been investigated to some extent / 

Mr. Frank. Yes, I think we started with the allegations first, and 
then because we ran into conflicts, we decided it was best to interview 
Mr. Doolan. There was something else, too, there, Mr. King. Spe- 
cial Agent Anthony Sherman of the San Francisco division inter- 
viewed Doolan in the early part of October, and took a statement from 
him at that time, which we used until we got into the details of the 
letter, and then we decided that we needed to supplement that. In 
other words, it wasn’t suflicient for our purposes, and I think it was 
the latter part of October—October 29—that we asked Doolan to 

ome in for the statement. 

Chairman King. That is, you interviewed or took a statement from 
Mr. Doolan subsequent to your having difficulty reconciling the alle- 
vations with what you were finding in your investigation ¢ 

Mr. Frank. Yes, sir; that was the reason we did that. 

Chairman Kine. You say that there were some 35 aflidavits or 
sworn statements made by persons denying or refuting what he 
alleged ? 

Mr. Frank. In whole or in part; yes, sir. 

Chairman Kine. It seemed that there was some confusion here. 
Were the three officers mentioned by you merchant marine oflicers or 
Marine Corps officers ? 

Mr. Frank. They were Marine Corps officers. They were two gen- 
erals and one colonel, and we got aflidavits from the two generals. 
rhe colonel was the one who was in the hospital, and I at lunch time 
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inquired about him, and he had a stroke and did not wish to be inte 
viewed, but he called up on the telephone and verified what the othe: 
two aflidavits said that had been given. 

Mr. Curtis. Ilow many affidavits did you get in support of these 
allegations, afliaavits or statements / 

Mr. Frank. | don't believe we have a single one who said with re 
spect to the source-of information as to what was said. 


Mr. Curris. No. that is not what I mean. These 15 or 16 charges. 
you got 35 people who disagreed. How many did you get that agreed 
with him ¢ It does not have to be an accurate estimate. Just some 


where near It. 

Chairman King. Just what do you mean, Mr. Curtis ¢ 

Mr. Curtis. I will get at it this wav. I wonder how many wit 
nesses they interviewed in attempting to ascertain the truth of the 
charges in this bill of particulars, He said 35 of them disagreed wit! 
the man. 

Mr. Frank. I would say five. 

Mr. Curtis. You mean vou only interviewed 41 people ¢ 

Mr. Frank. Oh. no, sir. 

Mr. Curtis. How many did you interview / 

Mr. FRANK. Just in connection with the Tobey letter ? 

Mr. Curtis. Yes, those 16 charges. 

Mr. Frank. I wouldn't be able to say, sir. 

Mr. CURTIS. Probably foul or five people In connection with eac 
one ¢ 

Mr. Frank. No. 1 would say it was more than that. 

Mr. CURTIS. Len people oh ah average nh connection with euc 
allegation in there / 

Mr. Frank. I would guess that we interviewed a hundred or mor 
people In connection Ww ith these Lo allewations. 

Mr. Curris. So 65 or more corroborated to some extent the bill of 
particulars / 

Mr. Frank. No, sir. I would not say that they corroborated them 

Chairman King. | think, Mr. Curtis, we might be misunderstanding 
you. As I understand it, and you correct me, Mr. Frank, Mr. Doolay 
cited to you investigators men who were alleged to have overheard 
or said certain things. 

Mr. Frank. Yes, sir. 

Chairman King. You then interviewed these men. 

Mr. Frank. Yes, sir. 

Chairman Kine. And out of 3 

Mr. Frank. Yes, sir. 

Chairman Kine. Thirty-five either denied entirely or in part that 
they had observed or said the things they were alleged to have said 
by Mr. Doolan / : 

Mr. Frank. Yes, sir, that is correct. 

Chairman Kine. You are getting into cases. I was just thinking 
of the individuals that he had told these men to interview to support 
the allegations. You are getting into the items. 

Mr. Curtis. Yes, sir. 

Chairman King. Then that is a different matter. I think Mi 
Frank was a bit confused. I know I was. 

Mr. Curtis. Then the answer is that the majority of the witnesse- 
interviewed concerning the facts stated in the bill of particulars gave 
some corroborative evidence as to the facts, is that correct 4 


», is that it? 
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Mr. Frank. No, sir. I would say that the majority of the individ 
als interviewed did not corroborate the facts in the letter, in the bill 
if particulars. 

Mr. Curtis. I have kept no particular score here today as these 
were read off, but it would vary as to someone's opinion, but there 
as been considerable evidence spread in. this record of our hearing 
vesterday and today that corroborated the allegations of this bill of 
particulars. 

Mr. Frank. I don't fhink there was a single case that was completely 
ccurate. 

Mr. Curtis. Is not the fact that they call this a bill of particulars 
i; misnomer / 

Mr. Frank. Yes, sir, I don’t think it is a bill of particulars at all. 
| don’t know who devised that term for it because I don’t think it is 

bill of particulars. 

Mir. CURTIS. We ennnot even fine out where it cume from, ~0) how 

we find out whi t wascalled that 7 
I think that is all. 
Mr. IK AN. It dloes see nhitome in voing over this rec ord ana listening 
to your testimony in the case that, mm the majority of the cases men 
oned here, there was some corroboration that the facts in veneral were 
orrect. Now, the details were very incorrect. 

Mr. Curtis. Very scanty. 

Mr. Kean. Very scanty. Some statements were made that were 
ot true. But TL have checked up and find that a majority seemed to 
ive been justified by vour own testimony. 

Mr. FRANK | have never totaled lip fo see which 

Mr. Kean. I do not know whether it is worth doing that. to start 

taling up. kor instance. I think you stated at first that the bill of 
varticulars was not correct in the Christman case because it was not 
orrect in every detail, but certainly in general you have the informa 
on correct, You cert unty take the cnse of Anna and Eleanor Yee. 
lam fully satished that was « orrect, even though VOU say there wits hot 
fraud. It seems to me most peculiar, as vou might see that T said 
esterday. ; 

{ hairman KING, 13y the way, Mr. Kean, the papers quoted me as 
ving it was fraud 

Mr. IX} AN. That sa shame, 

( hairman KING. Oh. ho, | would like to have the record to show 
this point that I had no such feelings in the matter. 

Mr. Kean. I would like the record to show that I had such feelings. 
Chairman Kine. You had the feeling here that 35 to 1 did not 
rove the case. I do not go for that. I do not want King to be rep 
esented as feeling that 35 men and women are wrong and one man 
right. And I have not met any of the 36. 

Mr. Ky in. I have not met the one. 

Chairman Kine. Mr. Keogh, do vou wish to question Mr. Frank 
v further / 

Mr. Keocu. I have no further questions. 

Vr. Cr rTIS. 1 do, whet he vets through scoring that. 

Mr. Kean. Of course, Mr. Frank, the question in this case is a 
od deal a question of judgment. You probably will say that the 

of the Fairmont Hotel was not true at all. T think that it was. 

Mr. Frank. Yes, sir. I have a different score from yours. 
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Mr. Kean. So there is no use talking about it. 

Mr. Curtis. Here is my question. ‘What was the date of that doc- 
ument that has been erroneously called a bill of particulars? 

Mr. Frank. There is no date on it, sir. 

Mr. Curtis. When did it first come into being ? 

Mr. Franx. Doolan said he wrote it first some time in March 1951. 

Mr. Curris. Was there any clean-up or discharge or indictment i: 
the San Francisco office before he wrote it? 

Mr. Frank. | don’t know whether there was any clean-up but ther 
have always been investigations and discharges before that. 

Mr. Curtis. Were there any discharges in high places or indict 
ments in the San Francisco office in the 24 months preceeding M1 
Doolan’s so-called bill of particulars? 

Mr. Frank. No, sir. Before that, the office had been proceeding 
along regularly and there had been periodic dismissals on particulay 
cases, but there had been no general investigation. This letter pre 
cipitated the grand jury, and the grand jury went into a lot of matters 

Mr. Curtis. You got six jackets out here. 

Mr. Frank. That is right. 

Mr. Curris. So something has happened since he wrote it, if he di 
write it. 

That is all, Mr. Chairman. 

Chairman Kine. The committee will recess for 5 minutes. 

(Short recess. ) 

Chairman Kine. I think it well at this moment to make clear tha 
the little byplay a few minutes ago, between Mr. Kean and mysel| 
in connection with this 35 to 1, should not by any stretch be taken a 
indicating that our minds are at all made up, or even affected serious! 
that way. That is particularly fitting for you men that have not be 
frequenters of congressional hearings. Very often members will g 
going at one another, and it occurred to me after leaving the roo: 
during the recess that it could be perhaps construed as indicating t] 
either Mr. Kean or I had reached a conclusion in this or any othe 
matter that has been before us. It certainly is not the case. 

Mr. Stikeleather, would you rise and be sworn, please? Do yo 
solemnly swear that the testimony you are about to give will be t! 
truth, the whole truth, and nothing but the truth, so help you Gor 

Mr. Srixeteatruer. I do. 

Chairman Kine. Be seated, and would you identify yourself f 
the record / 


TESTIMONY OF HORACE H. STIKELEATHER, SUPERVISOR 0! 
ACCOUNTS AND COLLECTIONS IN CHARGE, BUREAU OF INTER 
NAL REVENUE 


Mr. Srixeveatuer. Horace H. Stikeleather, supervisor of 
counts and collections in charge. 

Mr. DeWinp. Mr. Stikeleather, what is your position with t 
Bureau of Internal Revenue / 

Mr. Sriketearuer. Supervisor of accounts and collections 
charge. 

Mr. DeWinv. Where is your regular post of duty ? 

Mr. Sriketeatruer. Oklahoma City. 

Mr. DeWrnp. What area does that cover? 
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Mr. Srrkeveatuer. Arkansas, Oklahoma, Kansas, and Texas. 

Mr. DeWinp. You have been assigned, have you not, to make a 
complete audit and survey of the office of the collector of internal 
revenue in San Francisco? 

Mr. STiKeLeaTHer. Yes. 

Mr. DeWinp. When were you assigned that job, Mr. Stikeleather ? 

Mr. StrKeveatuer. I came out in an informal manner in July, but 
took over the actual audit and investigation on September 27. 

Mr. DeWrinpb. That was the date on which the collector and some 
of his top aids were suspended ¢ 

Mr. Strxeceatuer. That is correct. 

Mr. DeWrnp. And starting at that date, you took over a complete 
investigat ion of the collector’s office ? 

Mr. STIKeLeATHeER. Yes; that is correct. 

Mr. DeWinp. Mr. Stikeleather, in general in what condition did you 
find the office of the collector in San Francisco ? 

Mr. Sriketearuer. Of course, our examination has not yet been 
completed. We found insofar as balances are concerned, or cash, 
accounts receivable, the office was and is in balance. The condit ion of 
the accounts collectible were not too good. 

Mr. DeWIN»p. You Say they were hot too good ? 

Mr. STrKELEATHER, Some of the work of issuing notices on collectible 

struments was in arrears which is often the case in a lot of offices. 

Mr. Dt WIND. | wondered if you could generalize about the admin- 
istrative condition of the collector’s office in San Francisco. Would 
you say it was in good condit ion, fair condition, or bad condition ? 
~ Mr. Srrketeatruer. I wouldn't say it was good; no. 

Mr. DeWixp. Would you say it was bad ? 

Mr. Srrketeatuer. | would say it was not satisfactory. I might 
ven say it was unsatisfactory. 

Mr. DeWrnp. Did you find it an office where in your opinion the 
administration had been very poor indeed / 

Mr. Sriketeatuer. Yes. 

Mr. DeWinv. Now, in what specific regard was the administration 
of the office in very poor condition? Was there a bad backlog of work ¢ 

Mr. Strketeatruer. Yes. In some departments there was a consid- 
erable backlog of work. In some instances it was poor direction or 

pervision. I personally did not think that the top supervision was 

t could have been desired. 

Mr. DeWinp. What would vou say about the manner in which the 
ollector was carrying out his administrative duties ? 

Mr. Srikecearuer. I saw very little of the collector from the time 
I reached here until he left. 

Mr. DeWrnp. I assume you made a study of how the office was 
being administered by Collector Smyth ? 

Mr. Srrketeatuer. Ina general way. But you realize the extensive 

vestigation began after his suspension. 

Mr. DeWtnp. I realize that the investigation began after the col 
lector and his top people had been suspended, but I assume the inves 
ligation was about what they had done. What the committee would 
like to get was your report on what they had done, and how badly they 
had done it, if it was very poor, as you say it was. 

Mr. StikeLteatuer. My own impression, gained from about 6 weeks 
of observing conditions and the work of the office, coupled with the 
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conditions I found when we engaged upon a more intensive examina- 
tion, was that there was not too much supervision on the part of the 
heads of the office. It was pretty much left up to heads of depart- 
ments—subheads. 

Mr. DeWinp. You say it was pretty much left up to subheads? 

Mr. Srixe._eatuer. Subheads, section or division heads, and in some 
instances the division head himself, or whoever it was, was bypassed 
and someone else directed the work. 

Mr. DeWinp. Who did vou find were the division heads who were in 
control ¢ 

Mr. SrirkeceatrHer. Who were in control? 

Mr. DeWrnp. Yes. 

Mr. Srixecearuer. I would say, generally speaking, the cashier was 
in control of the division. 

Mr. DeWinpb. Who was that ? 

Mr. Srrxevearuer. Mr. Lewis at that time. 

The Wage and Excise chief with his assistant, apparently, from the 
best I could observe, had full authority, or at least more than some of 
them, to direct their division. 

Mr. DeWixp. Who was in charge of that division ? 

Mr. Srikeveatruer. Mr. Tierney. 

Mr. Byrnes. What division are you talking about now ? 

Mr. Srikeceaturr. Wage and Excise. 

Mr. DeWinpv. Mr. Tierney was removed, was he not ? 

Mr. SrrkeLteatruer. That is correct. 

Mr. DeWrnp. But he was in charge of the Wage and Excise 
Division ? 

Mr. Srrkecteatruer. He and Mr. Beresford, the assistant. 

Mr. DeWinp. And Mr. Beresford has been fired, too? 

Mr. Srikevceatuer. That is correct. 

Mr. DeWinp. What about the other divisions? Who was in charge 
of the office at the top next to the collector ? You Say that the collector 
by and large was not administering the oflice. Who was In charge? 

Mr. Srixevearuer. His titular assistant was Mr. Nickell, who is 
still assistant collector. My impression was that the chief office deputy 
was more directly in command of the office functions than Mr. Nickel] 

Mr. DeWinpv. Would you say Mr. Nickell had been bypassed ? 

Mr. Srikeveatruer. Definitely. 

Mr. DeWinp. So he was unable to carry out his duties as assistant 
collector ? 

Mr. Srikeveatuer. That is correct. 

Mr. DeWinp. Do you know for how long a period that had bee: 
going on? 

Mr. Srikeceatuer. Only from hearsay and rumor; I understand 
that it has been pretty much that since 1945. 

Mr. DeWrnp. Since 1943. So, for 8 vears, Mr. Nickell had been 
unable to carry out his job? 

Mr. Srrkeveatruer. I say that is only from reports. 

Mr. DeWrnp. That is the conclusion from what you observed ? 

Mr. Stikeceatuer. That seems to be the general opinion. 

Mr. DeWixp. Who did have charge of the work that Mr. Nicke 
should be doing ¢ 

Mr. Srrxeceatuer. I think he was permitted to perform son 
phases of it, certain lines of work. I think he looked pretty muc! 
after equipment and furnishings and extensions. 
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Mr. DeWrnp. Mechanical duties, nothing requiring the real exer 
cise of discretion or administrative power ¢ 

Mr. Stirkevceatuer. I think he was referred to a great deal on tech- 
nical legal questions. It was my impression that Mr. Doyle was prac- 
tically the second in command of the office. 

Mr. DeWinp. Mr. Paul Doyle was in actual operation the second in 
command. Mr. Boland ¢ 

Mr. Srikeveatuer. He was in charge of the field. 

Mr. DeWinv. Did he have authority in the office ‘ 

Mr. Srikeceatuer. Apparently. 

Mr. DeWinv. Perhaps the way to ask it is this: What was the so 
called operating chain of command in the office Who were the people 
that exercised control of the office at the top levels ¢ 

Mr. SrikeLeatruer. It was my information that it was Mr. Smyth, 
Mr. Doyle, Mr. Boland, Mr. Tierney, Mr. Beresford and Mr. Malone. 

Mr. DeWinp. Would you say that that group constituted the real 
management group in the entire office ¢ 

Mr. Sviketeatuer. As far as I could observe the short time I had 
opportunity to do so, and 1 want to make it plain that up until Septem 

er 1 was working more or less as a sort of observer, trving to see if 

there was any e\ idence of anything wrohg that should be Col rected, 
and the real investigation, of course, began simultaneously with thei 
suspension from the force. 

Mr. DeWrnp. You said that Mr. Nickell was bypassed as assistant 
collector, Were there unis other top personnel in the office that were 
by massed / 

tr. STIKELEATHER. My information was that Mr. MeCarthy. Chief 
of Income, was bypassed. 

Mr. DeWinp. I beg your pardon. 

Mr. SrikeveatHer. Mr. McCarthy. 

Mr. DeWILnp. The ¢ hief of the Income Division 4 

Mr. Srixeceatiuer. Mr. Malone was the recognized authority o1 

ead of the Income Tax Division. 

Mr. lt WINb. Had that condition existed for ApPpPronr mately The 
Sie period of time as 1th the cause of Mr. Nickell ¢ 

Mr. Srikevcearurer. I couldn't answer that. I don’t know. 

Mr. DeWtinp. I understood you to say that so far as vou could see 

Was the same or you couldn't tell ¢ 

Mr. Srikeceatuer. I couldn’t say. I have only been here just since 
J ily. I don't know the exact date. 

Mr. Dre WINp. Have you talked to Mr. Met arthyv about that situa- 
tion f 

Mr. SvTiKeELEATHER. No. 

Mr. DeWinp. You have never inquired of him as to how long he 
rad been by passed 1th the exercise of his funct 1ons f 

Mr. Srikevearuer. No, 1 have never asked. 1 just understood that 
it had been that way for some time. I think there are probably others 
who can answer that positively. I would be guessing on that. Mr. 
Malone — 

Mr. DeWinp. What other key personnel were prevented from cai 
rving out the duties of their positions ¢ 

Mr. SrikeLeatrHer. That about covers your key personnel. 

Mr. Cr RTIS, Mr. DeWind. there is one thing | cid not vet clear. 
What is Mr. Me¢ ‘arthy ’s title? 
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Mr. DeWinp. Mr. McCarthy is head of the Income Tax Division. 

Mr. Curtis. Who was his assistant ? 

Mr. DeWinv. Mr. John Malone was his assistant. Mr. John Malone 
was in effective charge of the Income Division, was he not ¢ 

Mr. StrkeveaTuer. That was my understanding. He was ap- 
pointed to that position on May 16, 1944. At what time the practice 
was adopted to put him in full charge, or he assumed it, I would not be 
able to answer. 

Mr. DeWinv. You mentioned these people, Mr. Doyle, Mr. Boland, 
Mr. Malone, Mr. Tierney. 

Mr. Srikeceatuer. Mr. Beresford. 

Mr. DeWinp. Mr. Beresford, who were actually running the oflice. 
Were those people competent ¢ 

Mr. Srrkevearuer. I wouldn’t think so from my observation. 

Mr. Krogu. 1 cannot hear the witness. 

Mr. Srikeceatuer. | would not say they were competent from 
what I was able to observe, and the condition of the work that I found. 
1 couldn't say they were competent. 

Mr. DeWtnp. So then you found an oflice where the people in 
charge of the office were uniformly incompetent. Is that the situa 
tion ¢ 

Mr. Srikeveatuer. Generally the top command, yes. I would say 
that it was incompetent or unqualified. 

Mr. DeWrnp. How long had these people occupied the positions 
they had ? 

Mr. StrKeLeatTHer. Mr. Doyle became chief office deputy, March 
1.1943. Mr. Malone became chief or head of the Income Tax Division 
on May 16, 1944. Mr. Tierney had been head of another division but 
appointed to head of Wage and Excise on November 30, 1947. Mr. 
Beresford became assistant on the same date. I think Mr. Malone—I 
don’t have the exact date—he was assistant chief field deputy, and 
succeeded Mr. Schino. That was some time in 1951; May. 

Mr. DeWrnp. Prior to what job did he hold? 

Mr. Srikeceatuer. He was assistant. 

Mr. DeWtinp. To Mr. Schino? 

Mr. Srikeveatuer. That is correct. 

Mr. Kean. Mr. Chairman. 

Chairman Kina. Mr. Kean. 

Mr. Kean. Did you say Mr. Tierney was the Chief of the Wage and 
Excise Tax Division? 

Mr. Srikevearuer. That is correct. 

Mr. Kean. There was not a gentleman by the name of Bliss con 
nected with it? 

Mr. Srikeveatuer. He is now Acting Chief. 

Mr. Kean. But he was under Mr. Tierney? 

Mr. Srixeveatuer. I believe he was in the Field Division immed! 
ately prior to the time we placed him temporarily in charge of the 
Wage and Excise. He at one time had been in that division. 

Mr. Byrnes. I wonder if I could ask you this: De you have a chart 
of the actual administrative positions in the collector’s office here as it 
existed, let us say, the first of the year, or rather January 1, 1951? 

Mr. Srixeveatuer. Yes. I do not have it with me, but it is available. 

Mr. Byrnes. It would seem to me that if we could start out in this 
inquiry with what the official chart showed, who should be in charge, 
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and what their responsibilities were, and then who actually was exer- 
cising responsibility, we would get a clearer picture of just what we are 
trying to get at. 

Mr. Srikeveatuer. Of course, the organization is the same now in 
the top positions as it was January 1, except in the Schino case, and the 
changes that were made as a result of the suspensions. The top com- 
mand has not changed. 

Mr. DeWinp. If I understood what you said, the only key personne] 
in the office who had been bypassed in your view were Mr. Nickell and 
Mr. McCarthy ? 

Mr. SrrkeceatTuer. Yes. 

Mr. DeWrnpb. With the exception of those two people who were not 
part of this operating group, the rest of the key positions were occu- 
pied by this group ?¢ 

Mr. StrKeLeatuer. That is correct. 

Mr. Kean. I have another question. You were talking about in- 
efficiency of some of these people. You were not referring to Mr. 
Nickell or Mr. McCarthy as being inefficient, were you ? 

Mr. SrikeLeatruer. No; nor to Mr. Lewis, and his assistant. They 
ire very highly capable and well qualified. 

Mr. Kean. You are referring to people who were actually doing 
the job; not to the people who should have been doing the job. 

Mr. SrrkeLtearuer. That is right, and in the case of Mr. Lewis and 
Mr. Baird, they were doing the job they were supposed to clo, and 
doing it highly satisfactorily. 

Mr. DeWrnp. Could you specify as briefly as possible the chief as- 
pects in which you found the office in bad shape? What were the 
things you found that were most important and most seriously out of 
line ¢ 

Mr. S1rketeatuer. Well, there are a number of things. I don’t 
think too serious. Some phase of the work is in arrears and any office 

ius its backlog or rush period, of course, when they get behind and 

have to catch up later. But the notices, warrants due on income-tax 

iccounts were behind, the audit of the tax returns was behind, some 

of the procedure was, in my opinion, not proper, or certainly not satis- 

factory. I felt, and still feel, a great deal of lack of proper control to 
feguard against something going wrong. 

For instance, we had found received stamps in places other than the 

ishier’s office, and we found receipt forms scattered about im different 
places, and used for various forms where they could, and were used 

legally. 

Mr. DeWrnp. In other words, you found stamps and receipt forms 
scattered around in such a way that it invited backdating of receipts 
ind stamping? 

Mr. Sriketeatuer. That is correct. 

Mr. Curtis. What kind of stamps do you mean ? 

Mr. Stiketeatuer. Rubber stamps. Impress date of receipt and 
whether it was paid or not. 

Mr. DeWrnp. In fact, you found that there had been issuance of 
back-dated receipts and stamping of returns back dated? 

Mr. Srikerearuer. We had some very definite cases of that. The 
thing that I objected to was there was a condition there or lack of 
ontrol which made this possible. The very nature of our work is 











2048 INTERNAL REVENUE INVESTIGATION 


such that unless you maintain an airtight, hidebound control, things 
can happen that you can’t detect or prove after it happens. 

Mr. DeWtnp. In the processing of returns that came in with checks 
in payment of the tax, did you find irregularities of that / 

Mr. S1IKeLeaTHER. Repeat the question. 

Mr. DeWrnp. Did you find irregularities in the processing of re 
turns that had been filed with checks covering payment of taxes ¢ 

Mr. STrKeELEATHER. We have had a few cases in our investigation 
strongly indicating that, but again it is pretty hard to prove. Someon 
brings a tax return a week late, and it is not dated or has no date 
placed there by the taxpayer, someone stamps it with a prior date, 
Is pretty hard to prove it was received on any date other than that 
which was stamped in. 

Me. Curris. At that point, I would like to ask, What are some of 
the things that you could look to to ascertain whether or not a papel 
is back dated / 

Mr. SrrKeLeaTHer. In one instance, I think most people are fa 
miliar with it, the stamp used to back date was not one regularly use: 
in the Cashier’s Division where all stamping is supposed to be per 
formed. 

Another thing, that for a while indicated back dating, was the fa 
that the date involved very plainly showed it was impressed by a 
line-date stamp, rathet! than the insert date which ordinarily ron 
with the stamp. 

Mr. Curtis. What do you mean by that ? 

Mr. Srrkevearuer. We have a receiving stamp and paid stam) 
which have an insert where you place the current date, and the policy 
in the Cashier Division, the Receipts and Deposits section, Is t 
chal ve that date with each day. like February o, al d then it Is 
matter of stamping the received date. But in some instances 
found where the rece ived stamp was placed on without the inserted 
date, and then the date was supplied bya line dater. 

Mr. Curtis. By a line dater. What is a line dater ¢ 

Mr. Srikeveatruer. <A little ordinary stamp. You turn the da 
and the numbers 

Mr. Curris. In other words, this latter process would take ty 
operations ¢ 

Mr. Stikeceatuer. That is right. 

Mr. Curtis. And that you could detect. What other ways can yo 
tell whethe something was ba k dated ¢ 

Mr. STIKELEATHEK In the case of payinel ts, the leon! or corre 
stamp used by the tellers or cashiers carries identifying numbers o1 
symbols, which are not available anywhere else in this office. 1 think 
in each case where we found an illegal receipt, it carried the legend 
“Received with remittance’ rather than the legend “Paid.” 

Mr. Curris. Explain that a little bit. 

Mr. Stikeveatruer. The stamp we use to indicate that a docume 
Is rece ved on time bears the ofh e svmbot number, the legend * Receives 
with remittance, First District of California.” and an insert for thy 
date to inclicate the date. That is placed on all tax items which ar 
received with a remittance to indicate that the return was tiled o1 
time and paid, or received on the date indicated. 

Mr. Curris. Are there any other factors that you can relate that 
bear upon whether or not a return is back dated ¢ 
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Mr. STikeLeaTuer. Yes, to an extent. If the lapse of time is very 
great, we go DV the account number. 

Mr. Curtis. Is there any way of juggling those numbers ? 

Mr. Strkeveatuer. Yes, depending on the time. Probably I should 
explain some of that that I think would clarify the answer or the 
question. Of course, monthly we receive thousands of miscellaneous 
tax returns, every quarter, every 3 months I think this office gets some 
where around 150,000 employment or withholding-tax returns. Those 
returns are not received on an average of so many a day that would put 
them all in the office by the end of the month. A great majority will be 
received the last few days of the month, or the morning of the first day 
of the month following. Obviously they can’t even be processed, put 
inder control, numbered, and cleared for a period sometimes of days, 
and even weeks, depending on the time of vear, and your workload. 

Now, returns received irregularly after the deadline could be easily 
placed in that bunch, even though received subsequent to the deadline, 
ind you could not atte k it. They niay not be listed for 30 to 60 
aay S. 

If a number is too far out of line, then it indicates that the period of 
delinquency or the lateness was much greater than in the first instance. 

Mr. Currts. Is there anything else that you can look to ascertain 
whether or not a return is back-dated ? 

Mr. Srikeveatruer. I don't think of anything else just now, unless 
t be some prior date fixed by the taxpayer to his document that would 
~erve asa cuice. 

Mr. Curtis. Let us take the case of an individual's income-tax re 
urn. The return arrives at the oflice of the collector and there 1s 
ilsoa cheek. It either arrives in the same mail or it is handed in in 
the sametime. Inthe due process what happens to the check and what 
happens to the return’ Do they go to the same office, the same di 
sion 

Mr. Srikevearuer. They should: ves. They should all be delivered 
to the cashier. An identifying number is placed, the same number, 
on the return, and the remittance, by the cashier's force. 

Mr. Curtis. Now, suppose that a tax return due on March 15 is 
ctually not filed until June 1, how would they show that the check 
al the money arrived on March 4 

Mr. Srikeceariuer. Conceivably they could date the check March 15. 

Mr. Curtis. They could date the cheek, but so far as the records of 
collector's office are concerned, how could they show that that check 
rrived on March 154 

Mr. Srikevearier. Hypothetically if a taxpayer filed a return on 
e date suggested anal dated his check March 1h, and someone back 
lated it, vou would accomplish it. 

Mr. Curtis. I did not get that answer. 

Mr. Srikeveariuer. If a taxpayer were to file a return, say, June 
». dated March 15. and put no date on it, and dated his remittance 
March 15, and someone back-dated it. that would defeat the delin 
uency time and show the time they filed. 

Mr. Kroon. Except that what Mr. Curtis, I think, is trying to find 

ts how would the cashier record that pavment 4 

Mr. Srikeceariuer. The one received in June sheuld be shown re 

ved in June. 
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Mr. Curtis. Are there any that can be wrongfully shown that they 
were received on March 154 

Mr. Stikecearuer. If they back-date it; yes. 

Mr, Curtis. If they back-date what? 

Mr. Srixeveatruer. The return. 

Mr. Curtis. I am talking about the entry you make with regard to 
the check. 

Mr. Srikecearuer. The check would have the same entry and th 
same number that appears on the return. 

Mr. Curtis. But certainly the receipts for March 15 would not show 
that item there because the total of the receipts certainly would bi 
made up before June. 

Mr. Srikeveatruer. That is correct. But they might claim the re 
turn—I am going on the possibilities now of concealing the facts o1 
dishonesty. If they said the return had been there and that they jus 
failedl to process it—sometimes during heavy filing periods it may bi 
30 days before all the documents which were received legally ar 
processed. 

Mr. Curris. I think we can all understand that in the rush of th 
last tiling date that for some time, that is, for some little period afte: 
that there would be no fraud involved and the Government would not 
lose, or anything like that. It is just a question of catching up wit! 
the work. But in most of the cases where the Government is de 
frauded, it is a return that is filed a considerable time after it should 
be filed; is that not right ¢ 

Mr. Srikevearuer. We have had cases of that kind; yes. 

Mr. Curtis. As a matter of fact, you do not make any attempt t 
try to ascertain whether a check arrived on the 15th or 16th if it is dur 
ing that rush period, do you ¢ 

Mr. Srikecearuer. That is right. We can only tell the time that 
isstamped in. It may be a different date than deposited. 

Mr. Curtis. Now, if you were given the name of a taxpayer fo! 
certain years, could you examine the records and files at this tim: 
and ascertain with a reasonable degree of certainty whether or n 
his returns were back-dated ? 

Mr. StikeceatTueRr. I could tell you when the money is deposited 
I could only tell you as to the receipt date, the date shown on it. 

Mr. Curtis. From these angles that you have discussed, could yo 
tell whether a tax return was back-dated / 

Mr. SrikeLcearuer. Not every instance, no. That goes back t 
the remark I made a few moments ago, that the very nature of ou 
work is such that it requires very positive, airtight control, because 
it gets away from you it is difficult to prove that it was right or wrong 

In a well-regulated office, all mail, all returns are delivered to th: 
cashiers or tellers, and I have never known of back dating or an) 
thing deceiving where that kind of a procedure is followed and that 
kind of organization is set up. 

Mr. Curtis. What is done with the check when it comes in? 

Mr. Strxeceatuer. The check stays with the tax document until th 
return is processed. 

Mr. Curtis. Until the return is processed ? 

Mr. StikeceaTuer. Yes. 

Mr. Curtis. Then what do they do with the check ? 
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Mr. STIKELEATHER. They are blocked in units of usually 100 items 
through the accounting system of blocking the amount of liability 
against payment. ‘The remittance is then deposited in the bank and 
the returns go on for further processing. 

Mr. Curtis. What is the maximum time it usually takes to process a 
return and get the check deposited so it clears through the banks ? 

Mr. STIKELEATHER. You mean to handle one item ? 

Mr. Curtis. Yes. 

Mr. SrikeveatTuer. Well, that varies. It is pretty fast, one item. 
Our force, of course, is increased or decreased according to the work- 
load all the year around. But we will run average days from a few 
blocks to hundreds of blocks, depending on the time of the year and 
the filing conditions. 

Mr. Curtis. But if there was a return and a check that were several 
months late, and they were back-dated, could you trace where that 
return and check were in the office before they were processed com- 
pletely ¢ 

Mr. SrrKeceatuer. It would be very difficult. 

Mr. Curtis. It would be very difficult ¢ 

Mr. SvTrkeceatTuer. Yes; unless someone admitted it. There have 
been cases which were not—well, did not involve any criminality— 
where the return was pookely stuck in the file or, in the rush, in a 
drawer, and was probably discovered months later. That can happen 
when millions of returns are being filed in a rush period. That could 
happen. 

Mr. Curtis. In other words, sometimes the offenders could have bet- 
ter luck than other times in covering their tracks; is that right / 

Mr. StrkeLeatHeR. It would depend on what the intent was. The 
chances on that are that it would be dated currently and not penalize 
the taxpayer because it was not the taxpayer's fault. The only reason 
I mention that is that someone who wanted to be dishonest could put 
the date back there and say it has been there all along, and use that 
is evidence that it was, when it was actually not in the office. 

Mr. Curtis. Did you run into any returns that were back-dated 
ipon forms that were not printed at the time the date showed they 
were filed ? 

Mr. SrikeLearner. The date credited is not necessarily the date 
received. It may be days or weeks between date received and dat 
credited. The credit will apply on the date the money is deposited 
or put under control of the bank, not the date it was paid. 

Mr. Curtis. If I, as a member of this committee, gave you a name 
with certain years involved, could you make an examination and let 
is know whether or not there was any evidence that those returns 
1) question were back-dated ¢ 

Mr. Srikeveatruer. Yes, sir. 

Mr. Curtis. That is all. 

Mr. Keogu. During that March 15 period the average collector's 
office is faced with the necessity of augmenting its regular staff, 
s it not? 

Mr. Srrkeveatuer. That is right. It is greatly increased. 

Mr. Keocu. It is quite like the Post Office Department during the 
Christmas period, is it not ‘ 

Mr. Stikeceatner. That is correct. 

Mr. Keogu. And depending upon the labor market in any given 
year will in a measure determine the quality of your temporary help; 
is that not true / 
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Mr. SrikeLeatTuer. That is true. 

Mr. Keoon. And do you find that a lot of these situations are at 
times related back to the temporary staffs that are put on? 

Mr. Srikeceatruer. You mean so far as any illegal or erroneous 
work ? 

Mr. Keogu. I mean just the mechanical handling. 

Mr. Srikecearuer. Oh, yes; there is bound to be. 

Mr. Keocu. In other words, the margin of error on the part of 
temporary people is generally greater than the regular. 

Mr. Srikeceatuer. Oh, yes. They are inexperienced and it is 
usually a new bunch every year. The volume of work and the salaries 
we pay makes it diflicult to get certainly 100 percent good people and 
efficient or trained people. 

Mr. Keogu. Mr. Stikeleather, what did you find with respect to 
the attendance at their oflices of those who were the operating heads 
of the collector's office in this district / 

Mr. Srixkeveatruer. I didn’t understand the question. 

Mr. Keogu. Perhaps I can try to change it. What did vou find with 
respect to the attendance in their offices of those who were the oper 
ating heads of this district / Were thev in their offices regularly 4 

Mr. Srikeceatuer. Well, 1 have already stated that the cashier was 
doing a splendid job and perfectly satisfactory. Of course, being in 
his office meant all over his department directing the work. 

I found Mr. Malone usually available or around, but Mr. Doyle 
was usually difficult to see, and usually in his office. The nature of 
his work, I should Say, required that he be out all over the othiece. The 
same applied to some others. I don't think, if you are the head of a 
tax division or section, that vou can sit back behind a locked door and 
expect your office to function, especially if you are employing a lot 
of temporary, untrained, inexperienced people and leave it all up t 
a few subheads or subordinates. 

Mr. Byrnes. | wonder if Mr. Keogh means what was Mr. Nickell, 
for instance, doing? He was the assistant collector: was he not / 

Mr. Srixeceatruer. Yes. 

Mr. Byrnes. Fundamentally, as I understand it. Mr. Doyle had 
taken over the functions that ordinarily would be Mr. Nickell’s; is 
that right ? 

Mr. Srixevearuer. That is what was reported to me and that 
appeared to me the short time I observed it 

Mr. Byrnes. If Mr. Doyle was doing Mr. Nickell’s work, with o1 
without Mr. Nickell’s consent, what was Mr. Nickell doing ? 

Mr. Srrketeatuer. The few things he was allowed to do. As I 
said, he was conferred with frequently, T understand, on legal matter: 
tax matters: very much in demand. He happens to be an unusu: 
tax and leeal authority, and he ts used a oreat deal by the taxpavel 
In connection with their tax won k. telephone ealls and personal calls 

Mr. Byrnes. You mean he is a tax attorney in a sense giving tay 
advice to any taxpayer who calls him or who might feel free to ca 
him: is that it? 

Mr. Srikeceatuer. There was nothing irregular about the advi 
It is the kind of advice taxpavers are entitled to receive and some 
body has to give it to them. Sut ordinarily it was the type of work 
that I think should be performed by the Chief of the Income Tax 
Division or the auditor or conferees or tax clerks. You will always 
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have some people who happen to know the collector or assistant col- 
lector and make a personal call. But I think Mr. Nickell kept fairly 
busy in the time I had opportunity to observe him, which was not 
very long. 

Mr. Byrnes. He may have been kept very busy, but I was wonder- 
ing if he was kept busy with official duties that are incumbent upon 
him to perform, and for which he is being paid by the taxpayers who 
are sending their money in. 

Mr, STikeceaTuer. ‘That is correct. He was not functioning prop- 
erly as an assistant collector should. However, I want to repeat that 
I had a comparatively short time to observe that, and I think there 
will be at least one other witness better qualified to tell you the true 
picture of what the situation was prior to the time I began my work. 

Mr. Byrnes. Who would that be? 

Mr. STIKELEATHER. Supervisor McKenney. 

Mr. Byrnes. Is it your understanding that Mr. Nickell was not 
performing his function because of instructions to him that Mr. Doyle 
was taking over certain of his duties? 

Mr. SrikeLeatTuer. | understood that, and I do know that in each 
instance where I tried to carry out certain duties with Collector Sinyth, 
or wanted him represented, each and every time he insisted on Mr. 
Dovle representing him, never Mr. Nickell. 

Mr. Byrnes. On this back-dating business and these stamps being 
scattered all over the various offices, how long had that been FoInYg 
on: have you any idea ¢ 

Mr. SrikeLeatuer. I wouldn't have any way of knowing. I do 
know that in my long experience in the service that you could have 
everything functioning very regularly and properly and it will break 
out all of a sudden and something goes clear out of line. You have 
toconstantly watch. It isa pretty big office, a lot of people to observe, 
. lot of different thing to be on the look-out for. How long that had 
happened to the extent that it happened, whether it was a practice 
eenerally followed or whether it was for the benefit of a favored few, 
or to keep someone out of trouble, that is the difficult question to 
uswer, because once a return Is stamped back and put im the file, it 
s pretty hard. If it is a day or a week or a few days, you may suspect 
t, but you can’t prove it. 

Mr. Byrnes. You listed a number of factors that might make it 

ossible for you to detect a back-dated return. 

Mr. Srrxeveatuer. I personally doubt that there was any whole- 
sale back dating. I mean in any numbers, great numbers, large num- 
bers. I don’t think it was a general practice that anybody could get 
t done. I don’t believe it had gone that far. I haven't found any 
evidence that it did. 

Mr. Byrnes. To what extent, however, have you been able to check 
through the returns that have been filed in the last few vears to see 
whether any of them have this evidence that might tend to make it 
ippear that they were back-dated ¢ 

Mr. Stikeceatuer. There have been only a very few that we could 
satisfy ourselves that have been back-dated. 

Mr. Byrnes. How many é 

Mr. Svikecteatuer. In returns, I have only had one case brought to 
my attention that I was definitely satisfied that I could conscien- 
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tiously swear was back-dated. Others I have reason to believe the) 
were, but I couldn’t prove it. There are not only returns involved 
We had one of the worse things, that is, payments made on open ac 
counts that were back-dated. Of course, that is a rather large case 
that is now before the grand jury. I am sure you know about that 
That is where a tax was paid way past the due date, and the stamp 
would show an earlier date to avoid penalties and interest. Of 
course, we proved some of that by receipts such as this | indicating}, 
and the admission of the employee involved. 

Mr. Byrnes. What do you mean by “receipts such as this” ¢ 

Mr, Srikecearuer. This happens to be a stamp I thought you 
might be interested in, to show you what I meant by back-dating and 
inserting the date with a line dater. There is an excellent example of 
the method followed. 

Mr. Byrnes. These collector offices are generally examined about 
once a year, are they not, by the supervisors ¢ 

Mr. SrikeLeatTHer. Our plan and desire has been for years to ex 
amine each office at least every 6 months or at least once a year in 
the larger offices. But the work in the collectors’ offices and corr 
spondingly in the supervisors’ has increased so tremendously in thx 
last few years that it has not been possible to do it, either to make 
the inspections as often as you want to or should, or to the detailed 
degree we feel is really necessary. 

Mr. Byrnes. When was this office examined last ? 

Mr. Srixeceatuer. I can’t tell you offhand. They were begin 
ning a periodic examination, in fact, they were engaged on one whe 
I came out here. 

Mr. Byrnes. When was the one before that? You came out in Sep- 
tember. 

Mr. Srrxeceatuer. I came out in July, and they were engaged on a 
periodic examination then. 

Mr. Byrnes. All right. 

Mr. Srrketeatruer. I would say, guessing now, that it has bee: 
probably about a year since the last previous examination. 

Mr. Byrnes. 1950? 

Mr. Srixecearuer. That would be my recollection. I can fin 
that out. 

Mr. Byrnes. They make up a written report, do they not? 

Mr. Srikeceatuer. Oh, yes. 

Mr. Byrnes. And that goes into Washington ‘ 

Mr. Srixeceatuer. That is correct. 

Mr. Byrnes. Why would not some of these things that you hav 
found to exist here have turned up in that audit and survey that wa 
made in July of 1950, or made in the year of 1950 

Mr. Strxereatuer. Well, now, that is rather a broad question. T! 
things we turned up, if you are speaking of the Furtado situatio: 
were turned up in the examination which was in progress prior t 
his suspension. That was discovered in August. In fact, the cond 
tions surrounding that lead to these suspensions. It was found in thi 
audit. 

Mr. Byrnes. You are talking about 1951. I am talking about t 
survey that was made back in 1950. 

Mr. Stixevceatuer. Of course, I can’t answer for what was report: 
or not reported a year before. I had nothing to do with that and kno 
nothing of the circumstances. 
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Mr. Byrnes. You found certain conditions to exist. You say that 
accounts collectible were not too good. You said that administration 
was very poor, poor direction and supervision, and certain procedures 
were not satisfactory. Do you suspect that that all developed just 
within a year’s time / 

Mr. Srikecearuer. I would say in my opinion that the personnel 
situation was not anything new, but the condition of the accounts 
could be something that could happen in the last 60 days. 

Mr. Byrnes. It could happen ¢ 

Mr. SrTrKevearuer. Yes. 

Mr. Byrnes. But you don’t know whether it did or did not? 

Mr. StikeLeatuer. Our report would show the accounts which were 
in arrears. But you might be current on all the collection pro- 
cesses today and next week you could be behind on some others. [If it 
just kept current—— 

' Mr. Byrnes. I can understand that. Have you seen and read the 
1950 report ‘ 

Mr. Srikeveatruer. No. 

Mr. Byrnes. You do not feel that is a starting point for a survey 
in 19514 

Mr. SrrKeLeaTuer. Well, the figures wouldn’t mean anything. The 
general comment, of course, I read. That was purely personnel. But 
the figures in the last previous report would have no significance. 

Mr. Byrnes. I am not talking about figures. I am talking about 
the general comments about the operation of the office. Is that not one 
of the things you do when you make a survey yearly or every 6 
months ¢ 

Mr. Sriketeatruer. Yes. But I could not have of my own know!l- 
edge stated or state what the conditions were at the time that report 
was written. I had nothing to do with it. 

Mr. Byrnes. No; but have you seen that report that was made in 
1950 ¢ 

Mr. SvrKeLeatuer. Yes. 

Mr. Byrnes. Did that contain any reference to the administration 
and the personnel ¢ 

Mr. Sriketeatuer. I think there were some general remarks. I 
think conditions, which I now understand by being told by others, had 
previously been reported. 

Mr. Byrnes. Mr. Counsel, have we by any chance requested of the 
Bureau a copy of the prior examination ¢ 

Mr. DeWtinp. We have copies of the examinations for the past 
several years. 

Mr. Byrnes. Can you state what they show by way of the condition 
prior to 1951¢ 

Mr. DeWinp. The reports are very general, Mr. Byrnes, and do 
not draw attention to any serious defects in the office. 

Mr. Krogu. Do they grade those collectors’ offices, Mr. DeWind ¢ 

Mr. DeWrnp. I could not answer that. Mr. Stikeleather, do they ‘ 

Mr. Sriketeatuer. No formal rating or grading. Many years ago 
we did. We will say in general terms it is in excellent condition. 
satisfactory, or unsatisfactory, and why; but there is no forma! 
grading. 

Mr. DeWinp. Mr. Stikeleather, you have said that the people that 
you mentioned who were in charge of the office were in your opinion 
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incompetent. Take Mr. Boland. Just how did his incompetence 
evidence itself to you? What were the principal indications to you 
that he did not know how to run his job? 

Mr. S1rkeLeatHer. Just my impression, and again I want to repeat 
I knew him a short time. 

Mr. DeWinp. You found certain things about Mr. Boland, I am 
sure ¢ 

Mr. SrikeLearuer. Boland ? 

Mr. DeWrnp. Yes. 

Mr. Srixetearuer. Most of the things that influenced me were 
the conditions I found at work since his suspension. 

Mr. DeWrnp. I realize that, but did you not find certain things 
about the way he had run his job during the course of your investi- 
gation ¢ 

Mr. SrrKeLeatTuer. Not too much: no. 

Mr. DeWrnp. For example, did you not find that Mr. Boland had 
a whole boxful of returns and checks that he had several years ¢ 

Mr. Srrkeceatuer. We found that out October 4; he was suspended 
September 27. 

Mr. DeWinp. That is what I was asking you. What did you find 
out about Mr. Boland and the way he ran his office any time? 

Mr. Srike.zatTurr. My impression of Mr. Boland is that he spent 
a great deal of his time trying to do a lot of things, some of which 
were more properly chargeable to other officials, and was dilatory in 
carrying out his own duties properly which he should have been 
performing. 

Mr. DeWrnp. It has been alleged, and I would like to ask you 
whether it is true, did Mr. Boland have a substantial number of tax 
pavers’ returns and checks and warrants in a box which he kept at his 
home ? 

Mr. Stikeceatuer. I can’t say where he kept them. They turned 
up in his office. 

Mr. DeWINp. And did he not Say he had brought them from his 
home where he had them ? 

Mr. STIKELEATHER. He did bring the second box from his home be 
cause I saw him enter the building with them. 

Mr. DeWinv. What did you find inthat¢ That is the sort of thing 
vou found about Mr. Boland, and that is what I think the committee 
would like to hear about, how he ran that job. 

Mr. Srikeveatuer. We found that he had warrants, tax returns, 
remittances of taxes stuck away somewhere; we don’t know where. 
The oldest « heck, I think, was 1944, L945. 

Mr. DeW inp. He had a taxpayer’s check which went back to 1944 
or 19454 

Mr. SrrkeceaTuer. 1945. We found one just 2 or 3 days ago that 
was 1944. 

Mr. DeWinp. About what was the total of taxpayers’ checks that 
he had in his personal possession ¢ 

Mr. Stikeceatuer. Let me explain this, Mr. DeWind. A lot of 
those checks, or some of them—I can’t tell you how many, most of them 
were investigated by Mr. Frank’s men—we found, the taxpayers had 
made other remittances, so of course we did not deposit them. But 
the ones that we found left totaled $31,480.12. 











INTERNAL REVENUE INVESTIGATION 2057 


Mr. DeWtinp. In other words, Mr. Boland was sitting with $31,000 
of taxpayers’ checks which he kept at his home or desk drawer or 
somewhere. 

Mr. Srikeceatuer. Yes. 

Mr. DeWinp. Some going back to 1944? 

Mr. Srrkecearuer. At least they were in the papers he brought 
back to the office, or we discovered in his office after he left the serv- 
ice. Out of that number, $2,777.44 were returned by the bank and 
honored, $177.72 has been paid since, leaving a total amount made 
good of $28,810.40 out of the $31,480.12. 
~ Mr. DeWinp. You mean the Government has now been able to 
collect $28,000 out of the $31,000 4 

Mr. SrikeceaTuer. That is correct. 

Mr. DeWrnp. But over a period of time, starting back as far as 
1944, Mr. Boland accumulated tax returns and checks in desk drawers 
or at his home, or wherever the checks were, which totaled $31,000 / 

Mr. SrikeveatTuer. We assumed that he had them a day or two 
after his suspension. One of the men assigned to me was told about 
«u large carton of documents in Mr. Valdez’ office, the man who 
succeeded Mr. Boland. An investigation was made very promptly; 
we seized the box and contents that had been placed there just a few 
minutes before by Mr. Boland’s assistants at the orders of Mr. Valdez 
when he heard he had it. That night we checked other offices and 
found that they had tried apparently to clear a lot of this material 
and got too many in the desk. But, of course, we investigated. In 
practically all of these cases, the special agents, they contacted the 
taxpayers to see that they owed and paid it before processed. So we 
assume they took it out of some of his files. and then I personally 
observed him bringing the second box into the building a little after 
5 o’clock one evening.. 

Mr. DeWrnp. Have you determined whether some of these checks 
were retained by Mr. Boland at the request of taxpayers in order to 
do them a favor? 

Mr. Stikeveatuer. Those interviews were all handled by the special 
agents. All the investigative work in connection with each item was 
the responsibility of Mr. Frank’s men. They, I am sure, have a report 
on this. In fact, they did some very good work. We had another 
item—I say most of thison Mr. Boland. We had two or three returns, 
but I think something over $5,000 that came out of Mr. Doyle’s office. 
The accounts were closed at banks; but, as a result of the special 
agent’s work, the taxpayers agreed to make payment. 

Mr. DeWinp. Those were Mr. Doyle's / 

Mr. Srixeceatuer. They came out of Mr. Doyle’s office. 

Mr. DeWinp. About $3,000? 

Mr. Srikeceatuer. It is my recollection that something over $3,000 
came from Mr. Doyle’s office. 

Mr. DeW inp. What other evidence did you find that Mr. Boland 
was lax and incompetent ¢ 

Mr. Stixecearuer. The general condition of the work. I might 
explain something we are working on pretty hard now. We abstracted 
all accounts where there was a warrant. That is the document or 
instrument which we place in the hand of a field deputy to collect 
the tax. 
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Mr. DeWrinp. Those are cases where there is unpaid tax liability, 
and you send a warrant out to enforce the tax ¢ 

Mr. Srikeceatuer. We abstracted each account in our examination 
of the office. On the date of our check, 46,368 warrants—— 

Mr. DeWinp. Were outstanding? 

Mr. SrrkeceatTuer. Yes. 

Mr. DeWrnp. That is much too large a backlog of outstanding 
warrants, is it not? 

Mr. Strixeceatuer. I think it is. Yes; I know it is too large. It 
is abnormal. 

Mr. DeWinp. In connection with those delinquent accounts, we had 
some discussion with Mr. Frank this morning about the outstanding 
liabilities of the Fairmont Hotel, which I believe at the time the 
matter was brought up amounted to some $240,000 or $250,000, 

Mr. Stixeceatruer. Yes. I think the total tax and interest when 
it was paid was $306,000 or $307,000. 

Mr. DeWinp. The details of that we heard this morning. Can you 
tell the committee whether the failure to enforce the collection of that 
tax through the filing of liens or otherwise constituted a clear abuse 
of discretion on the part of the collector ? 

Mr. Stixecearuer. I wouldn’t want to state emphatically one way 
or the other on that. I think the matter of filing a lien or not filing, 
what steps you take, certainly you should protect the Government's 
interest, but it is in the field of discretion with the collector. We 
certainly couldn’t automatically file liens on every account. 

Mr. DeWrnp. That is the very reason I am asking that, whether, 
under the circumstances of that case, you would feel, putting yourself 
in the collector’s position, that there was no justification or some 
justification for the way the matter was handled? 

Mr. SrrxecearHer. Personally—this is purely my personal opin- 
ion—if I were the collector, I would either—well, I would have some 
security or something to protect me on the theory that, if the man is 
solvent, he is in a good position to furnish it. If he couldn’t I would 
want some other kind of protection. You can look back over any case 
once it has happened and figure what you do, knowing the facts later. 

Mr. - abn Have you examined that particular matter yourself? 

Mr. Srixeveatuer. Yes. I couldn’t find that there was any par- 
ticular ‘irregularity with the way it was handled. It seems to me, 
if there was an agreement, it was verbal. I have not seen any formal 
agreement. They were making payments. But I personally didn’t 
think they were commensurate with the man’s ability to pay, or the 
company. 

Mr. Byrnes. Can you talk a little louder? We have difficulty at 
times understanding you. 

Mr. Srrxeceatuer. I say, if there was any formal agreement as to 
how the account was to be handled, I have never seen that. It ap- 
peared to me to be more a case of just personal understanding. I do 
know that it was paid off promptly when the demand was made by 
Mr. Masarik. 

Mr. Byrnes. By Mr. Who? 

Mr. Srrxeceatuer. Masarik, the acting collector. 

Mr. DeWrnp. In general, is it fair to say, Mr. Stikeleather, that the 
condition of the work in the collector’s office was unsatisfactory, that 
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a great deal had not been done, that there was sloppiness, poor record 
keeping, poor handling of returns; in every department the work of 
the office was behind ? 

Mr. Srrxeteatuer. I wouldn’t say that every department was be- 
hind. Like the Audit Section, the bills and notices in the Income 
Tax, the section of the Income Tax Division, spots like that. But 
some departments were current. It may seem paradoxical, but the 
condition of the accounts in the Wage and Excise, where the specula- 
tion took place and the Furtado case occurred, were in better condi- 
tion over all than the Income. 

Mr. DeWinp. The accounts were al] right, but there were quite 

clearly a lot of warrants outstanding for tax. 

Mr. Strkecearuer. That is right. But that is a field task. The 
accounts division is not—— 

Mr. DeWinp. The records of accounts collected in that division 
were all right ? 

Mr. Srrkeceatuer. The records themselves, for instance, on due 
warrants, past due, 299 cases in Wage and Excise, 1,749 in Income. 

Mr. DeWinp. At any rate, there were clearly a great many areas 
in the office where the work was not being done correctly / 

Mr. Srikeceatuer. Yes; it was rather loosely controlled and super- 
vised. 

Mr. DeWinpv. Am I correct in my view that the supervisor’s reports 
for several years back while this condition existed did not reveal the 
existence of any problem in the San Francisco office ¢ 

Mr. Strke.Learurr. | have not reviewed that far back. I couldn’t 
say on the record what was reported. 

Mr. DeWinp. You have no idea of what was reported ? 

Mr. Srrxe.eatHer. I glanced at the one or two of the most recent, 
and mostly the general comments. I would not be particularly inter- 
ested at the time on the detailed comment on any particular account. 
That changed from day to day. 

Mr. DeWrnp. Let us say then, in the last two reports on the com- 
ment on the condition of the office, there was no comment that the office 
was in bad shape in any department ? 

Mr. Stixeveatuer. I don't recall that it did; no. 

Mr. DeWrnp. How can it be that, with the supervision of an office 
that had as many problems as you say this office had, that the super- 
visor’s report did not disclose any adverse conditions? 

Mr. StrkeLeatuer. I could not answer that. Sometimes the super- 
visor’s report is accompanied by a supplemental report or confidential 
report. It may be that kind th: at I did not see. 

Mr. DreWinp. Have you talked to Mr. McKenney about the 
situation ¢ 

Mr. Stiketratruer. No; I have not discussed his reports with him. 

Mr. DeWrnp. Has it been part of your study to determine whether 
there was an adequate supervision of that office ¢ 

Mr. SrrkeLeatTHer. Yes; in my examination. 

Mr. DeWinp. Have you determined that the supervision of the office 
was inadequate, or was it adequate ? 

Mr. SrrkeLeatrHer. On the part of the collector’s supervisory 
officials ? 

Mr. DeWrnp. No; I mean on the part of the supervisor of accounts 
and collections. 
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Mr. Strxereatuer. I don’t think the supervisors have been able to 
maintain the desired amount of supervision in any of these offices 
in the last few yearsanywhere. I have not been able to. 

Mr. DeWrnp. You say the supervisors have not been able to main- 
tain the desired amount of supervision of collectors’ offices 

Mr. STIKELEATHER. No; we have not had the force. The collector’s 
force and work has multiplied tremendously, not only with the in- 
creased tax bills, but the decentralization of work from Washington. 
The supervisory force has not kept abreast. 

Mr. DeWinb. What we are talking about here is a major-condition 
in the top personnel of that office. It would not seem to me to be a 
matter of detail that a greater force might be needed for. It would 
seem to me that any effective supervision of that office would have 
revealed the condition in the top personnel. 

Mr. Srixeceatuer. Of course you determine the condition of an 
office by examining the small, multitudinous, and routine works and 
not just looking it over. A thorough check of the accounts of the 
office determines whether or not there has been such supervision. 

Mr. DeWrnp. Is it not true that any examination of the accounts 
of this office would have revealed there were too many outstanding 
warrants, too many unpaid accounts, and so forth ¢ 

Mr. Srikeceatuer. All of that, and the condition of work would 
reflect back on the supervision. If there was work that could have 
been done or was done wrong, then it stems back to supervision. 

Mr. DeWrnp. All right. Here you had an office that was in bad 
condition. An inquiry would have revealed that the top personnel 
in the office were unwilling or unable to do the job they were sup- 
posed to be doing. 

Mr. SrikeveatHer. The point I am trying to make is that I can’t 
say of my own knowledge how long that had existed or why or to 
what extent it had been formally reported, because I don’t know. I 
only know what I found, and the general impression that it had been 
bad for a long time. 

Mr. DeWinp. These people had been in there fora long time. 

Mr. Srixeteatuer. But whether they were as uncooperative or as 
inefficient clear back, or whether they had gone on for a year or 2 
years, that, of course, I don’t know. 

Mr. DeWrnp. Let us say that that only had gone on for a year or 
2 years at the very least, and yet that did not show up in the super- 
visor’s report. What I am trying to get at is, Can you give the com- 
mittee any help as to why that situation was not detected by the super- 
visor, or, if it was detected, why it was not reported ¢ 

Mr. Srixeveatuer. I could not say whether it was not detected and 
not reported, or whether it was not reported on the confidential sup- 
plement. That happens sometimes; it is not a formal report. 

Mr. Kran. You mean to say they might send a confidential report 
which would not be available to the next supervisor who went to work 
on the deal ¢ 

Mr. Stixeceatuer. Oh, yes; if I had needed it, it would be available 
to me. 

Mr. Kean. It certainly would. So, if-there had been a report you 
would have it. You are talking about this confidential report. If 
there had been a confidential report you would know about it? 

Mr. Srixeceatuer. I didn’t make it. 
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Mr. Kean. You did not make it? 

Mr. Srikecearuer. The man who made the examination would 
make that. 

Mr. Kean. But, when you come to make the examination the next 
time, you certainly ought to have available all information from the 
previous report. J 

Mr. Srixeceatuer., Yes; that would not necessarily be in the con- 
fidential report. 

Mr. Kean. That is the most important part of the report, is it not? 

Mr. STIKELEATHER. That could be something as to personnel] or 
personalities or something aside from the operation of the office. I 
had reports insofar as personnel and accounts. ‘That is what I was 
primarily interested in. aa 

Mr. Kran. I know, when they examine the bank, the inside page 
of the confidential report is the important part, and that is the part 
that the next examiner who goes through studies carefully and looks 
at first before he starts working on the bank next time. 

Mr. Srikeceatruer. I looked at the routine reports that were made; 
ves. I read them. But. as far as | know, sometimes there are personal 
confidential supplemental reports. 

Mr. Kean. Which you would not get ¢ 

Mr. Srikeceatruer. I could if I knew and asked for them. 

Mr. Kean. You would not ask for it if you cid not know it Was 
there. 

Mr. StikeLeatTuer. Except for something like this I would not need 
it. I would have reported what I found. 

Mr. Byrnes. We are talking about a specific case now. Is it not 
true that you were brought in here especially because there was a special 
condition that grew up here? Were you not sent in here on a special 
assignment really ¢ 

Mr. STiIKELEATHER. I was sent in to find out if there was anything 
wrong. 

Mr. Byrnes. It was a special assignment ? 

Mr. SrTikeceatTuer. To assist the local men and whatever we decided 
to ascertain. 

Mr. ByYRnt s. You are a supery isor from another area, You do hot 
ordinarily supervise this San Francisco office ? 

Mr. SvTikeLcearuer. That is right. 

Mr. Byrnes. You were sent in especially, were you not ¢ 

Mr. Srixeceatuer. That is right. 

Mr. Byrnes. You were sent In because there was belief that there was 
trouble here, were you hot 4 

Mr. STIKELEATIER. They did hot know. There was a lot of pub- 
licity and a lot of talk and they wanted to know. 

Mr. Byrnes. Who sent you in here / 

Mr. Strkeceatuer. The Commissioner. 

Mr. Byrnes. Do you have a letter from the Commissioner / 

Mr. StrkeveatHer. The Deputy Commissioner, after consultation 
with the Commissioner ; yes. 

Mr. DeWrnp. Mr. Cross / 

Mr. STrKeELEATHER. Yes. 

Mr. DeWinp. After consulting with Mr. Dunlap? 

Mr. STiKeLeaTuer. Yes. 
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Mr. Byrnes. What instructions did you receive and what informa- 
tion and background did you get so you would know where to start 
when you came on this job? 

Mr, StixeLearueEr. Nothing except to “Go out and see if the office is 
functioning properly. If not, what is the trouble, and let us know.” 
Mr. DeWinp. Did you not talk with Mr. McKenney at the time? 

Mr. SrrkeveaTuer. Yes. 

Mr. DeWinp. Did not Mr. McKenney tell you about the conditions 
in the office ? 

Mr. STrKeLeaTHeR. Sure, we discussed all angles of it. 

Mr. DeWinp. Did Mr. McKenney indicate to you that he was aware 
of the conditions in the office and had been unable to do anything 
about it ? 

Mr. Strke.eatTuer. Oh, yes; and his trouble, lack of cooperation. 

Mr. DeWinp. All right. Now, is it a fact that, under the system that 
has been in effect, a supervisor of accounts and collections is not free 
to make the sort of report he would like to very often ? 

Mr. Srrxeveatuer. I will answer it in this way. For many years 
we were not permitted to give a collector anything but a copy of his 
statistical section. Then for, I would say, a couple of years they tried 
the other way around, and let us furnish the collector with a complete 
copy. But we have had instances where we have had difficulties be- 
cause in one case the collector would take exception to what you re- 
ported, and other cases the supervisors have not felt free to state 
openly what they found or felt because of the reaction. 

Mr. DeWrnp. Has it been the feeling of a supervisor that if he makes 
an adverse report, severely criticizing the collector in the conduct of 
his office, that he will be unable to get along in his job after that ? 

Mr. Srixeveatuer. I think that is true. 

Mr. DeWrnp. In other words, he is not in a position where he can 
control the situation. 

Mr. SrikevearHer. A supervisor’s job is largely dependent on his 
ability to sell an idea or get the cooperation of a collector and his force. 

Mr. DeWinv. You mean he cannot demand ? 

Mr. StikeLeaTuHer. It depends on friendly relations. We have had 
collectors who would take exception to critical remarks and you 
wouldn't get cooperation. 

Mr. DeWinv. What you mean is that if you have a collector who is 
willing to run a good office and desires to be cooperative, the supervisor 
can get along. If you have a collector who is unwilling to cooperate 
and does not care about running a good office, the supervisor is power- 
less ? 

Mr. Srrxeceatuer. If you have the first kind of collector, you don’t 
have anything bad to report. It is a good office. 

Mr. DeWrnp. And if you have a bad collector, the supervisor cannot 
do anything about it? 

Mr. StrkeLteatuer. Then you have more trouble sometimes politi- 
cally. If youtry—I have never had that experience very much myself. 
I haven’t had that kind of collectors. 

Mr. Kean. Excuse me. Did you say you would have trouble 
politically ? 

Mr. Srrxecratuer. I said they could have. 

Mr. Kean. You mean the supervisor is afraid that if he makes a 
report unfavorable to someone who is in the political good graces of 





INTERNAL REVENUE INVESTIGATION 2063 


whatever administration is in power, the supervisor will not in the 
future get the usual promotion in his line or may get even fired; is 
that it? 

Mr. Strkeceatuer. I wouldn’t put it that strong. 

Mr. Kean. Along that line. You would not put it that strong, 
but along that line. 

Mr. SrikeLeaTuerR. You realize the supervisor has no real authority 
over a collector. The Commissioner does not have that. He is re- 
sponsible for his work to the Commissioner and the Secretary of the 
Treasury. But the Internal Revenue Bureau as constituted now, 
when the Commissioner does not have complete authority over a col- 
lector certainly the supervisor who is his personal representative can- 
not have. It may not be any punishment meted out, or being trans- 
ferred out or demoted or anything like that—I have not known that 
to happen—but it could create a situation of personal relationship 
where it is difficult to perform your duty if as a result of some report 
there could be feelings aroused between the parties involved. 

Mr. DeWrnp. If I understand what you are saying, the supervisor 
is essentially a diplomat under the present system. 

Mr. StrKecearuer. That is right, and a salesman. 

Mr. DeWinp. And he has no real power. So as soon as he takes 
any action which causes bad relations between the collector and him- 
self, he has lost any chance of supervising the office effectively. 

Mr. Srikecearuer. If that were the outcome of the report. 

Mr. DeWrnp. Suppose he makes a sharply critical report of the 
collector to the Commissioner, and the Commissioner backs him up; 
does that resolve the situation ? 

Mr. Srrkeceatruer. In all my experiences I have had that experi- 
ence, that the Commissioner has—— 

Mr. DeWrnp. What did Mr. McKenney tell you about his experi- 
ence? He said he did not get cooperation from Collector Smyth and 
his top personnel; is that right? 

Mr. Srixeceatuer. I would not like to allow on memory to quote 
just what he did say. 

Mr. Byrnes. What impression did he give you? 

Mr. StrkeveatHer. My impressions have been that he did not get 
complete cooperation from the office, and that any critical remarks 
or adverse comment he might make somehow got back to the parties 
concerned. Now, I am relying on memory for that statement. I 
would rather he answer it. 

Mr. Byrnes. You mean it got back to Smyth? 

Mr. Srrkeveatuer. Or to Doyle or whoever the official was. 

Mr. Byrnes. Or to Doyle or Boland is what you are talking about. 
If he made a report to Washington, he did not feel he dared to put 
anything in there critical about those individuals because then it 
would get back to them ? 

Mr. Srrxeceatuer. I can’t say he was afraid to. My impression 
was that could and had happened. 

Mr. Byrnes. And therefore he was not inclined to make any criti- 
cal report; is that what I understand ¢ 

Mr. Strkeveatuer. As I say, 1 would rather you ask Mr. McKenney. 
I have had the impression that some supervisors did not feel free to 
always state bluntly what they found or what was wrong. 
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Mr. Byrnes. You said one of the first things you did was that 
you had a long talk to get the lay of the land as to what the situation 
was in this office. 

Mr. Srrketearuer. But not necessarily what his own personal 
fears and inhibitions might be; just the general situation. 

Mr. Byrnes. As part of that, did he not tell you what kind of 
cooperation you could expect from these people ? 

Mr. Stikecearner. Oh, yes. 

Mr. Byrnes. What did he tell you about that? What did he tell 
you he might expect ¢ 

Mr. Srrxecearuer. Well, in detail, I found that we could have 
full cooperation, for instance, from Mr. Lewis, the cashier, and that 
division. 

Mr. Byrnes. Let us take them name by name. What did he feel 
you might expect from Mr. Smyth? 

Mr. Srikecearuer. | am relying on my memory. It is my impres- 
sion that we would get full cooperation from Mr. Nickell. 

Mr. Byrnes. Did he say anything about Mr. Smyth at all 

Mr. STIKELEATHER. No. 

Mr. Byrnes. Did he say you would get any cooperation from Mr. 
Doyle? 

Mr. Srikeiearuer. He said Mr. Doyle had of late been more co- 
operative than formerly. 

Mr. Byrnes. What about Mr. Boland / 

Mr. Srixecearuer. Mr. Boland had been chief field deputy only a 
very short time. No one knew what that would be. He came in just 
a few weeks before I came out here. 

Mr. DeWrnxp. You had.some personal experience, did you not, Mr. 
Stikeleather, with Mr. Smyth? Did you hot discover the Furtado 
embezzlement 2 

Mr. Srixecearuer. We did. An employee gave one of Mr. Me- 
Kenney’s men a tip that something was wrong with a tax account. A 
bunch of us worked on it. 

Mr. DeWtnp. Did you take that up with Mr. Smyth? 

Mr. Srikeceatruer. After we had the evidence, yes. 

Mr. DeWixp. What did Mr. Smyth say to you about that ? 

Mr. Svike.tearuer. The first time or two, he didn’t—the first ocea- 
sion oI! couple of times he didn’t have time to talk about it. He was 
busy. 

Mr. DeWixp. You came in and told him there was a question of 
a $20,000 embezzlement in his office and he said he was too busy ¢ 

Mr. SrTikeLeatuer. We didn’t know at the time it was $20,000, At 
the time we suspended him we had attempts apparently to abate the 
tax account. At the time Mr. Furtado was suspended there was no 
indication, or at least proof, of any embezzlement. 

Mr. DeWinp. Did Mr. Smyth at any time tell you there was nothing 
to it, and just forget it / 

Mr. SrrkeLearHer. No. 

Mr. DeWinp. Did he make any indication along that line? 

Mr. StikeLeatTHer. No. 

Mr. DeWinv. What was Mr. Smyth busy with when he was too busy 
to talk with you about embezzlement ¢ 
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Mr. SrixeveatrHer. That I don’t know. He was either out of town, 
or he was in the office in conference, and I wouldn’t know who was 
with him. 

Mr. DeWinp. Out of town from where / 

Mr. Srikecearuer. One day he called from the airport. He was 
meeting some people from Washington or somew here. 

Mr. DeWtnp. He called in and said “About that embezzlement 
matter, [am at the airport and can’t talk to you ¢” 

Mr. Srrxeveariuer. No, about the Furtado case. You remember at 
that time we had no embezzlement involved, merely an attempt to—— 

Mr. Curtis. I want to ask something right there. Furtado was 
indicted for embezzlement or for backdating returns, or both ¢ 

Mr. Srikecearuer. He pleaded guilty to falsification, removal, and 
destruction of Government records. He was also indicted on four or 
five counts of embezzlement. but those charges were dropped in con- 
sideration, I understand, of his plea to the first four or five charges of 
altering and removing. 

Mr. Curtis. We have in the last Z days received testimony to the 
effect that some of that backdating of records was done at the direction 
and with the knowledge of certain other individuals. I also received 
that information that that part of the story was not submitted to the 
grand jury. Is that true? 

Mr. SrTiKELEATHER. Specifically—the only way I can answer that 
question is that the full story of Mr. Furtado was presented to the 
Taylor grand jury to the extent it was known at the time it was 
presented. 

Mr. Curtis. Including the information about the other men in the 
Bureau or in the collector’s office ? 

Mr. STIKELEATHER There was very little of that known at that 
time. 

Mr. Curtis. It was not known at that time? 

Mr. SrikeLeatHer. No. Much of that was developed as a result 
of the special agent’s investigation of Mr. Furtado after the case was 
presented to the grand jury. 

Mr. Curtis. Mr. Furtado made several statements, did he not? 

Mr. Srike.cearHuer. He made one to me, one confession. 

Mr. Curtis. What was the date of that ? 

Mr. SrrkeLeatrHer. November—no, September 21, I believe, 20 on 
21. September 2. 

Mr. Curris. Did that statement go to the grand jury. 

Mr. SvikeceatTHer. Oh, yes. 

Mr. Curtis. Did that statement have mention in it of the individuals 
who directed him to back date returns / 

Mr. SrrkeLeATuHER. No. 

Mr. Curris. It did not ? 

Mr. StrKetearner. No; that was purely a confession of his own 
handling of the Benatar account. That is all it covered. 

Mr. Currts. It covered the one account ¢ 

Mr. Sri KeceatTuer. One account. 

Mr. Curris. In connection with that one account had anyone else 
had knowledge of his offense at the time it was committed. or directed 
him to do it? 

Mr. StrkeLeatTHer. No proof; no. I had strong suspicion. 

Mr. Curris. Did Mr. Furtado contend that they did? 
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Mr. SrrketeatHer. No. He made some general statements. We 
asked him whether or not he knew of any other back-dating or any 
other taxpayers whose returns or payments were back-dated for : anyone 
else, or as per their instructions. He first refused to answer the ques- 
tion, and his answer was, “Let’s talk about my sins and not other 
people.” And finally he did state that there had been some others 
back-dated for a number of people, naming them, I think, as I recall, 
most if not all of the men who were later suspended. But he couldn’t 
give any specific case. Of course we suspended him on the evidence we 
had as to the Benatar account. That was on Frid: ay afternoon, and 
I presented the entire case to the district attorney's office the same 
day, and left a ¢ ‘opy of the confession. 

Mr. Curtis. What was the date of that. you say ? 

Mr. Srrke.eatTuer. Twenty-first of September. I left a copy of 
the confession and all the information. The following Thursday I 
personally presented all that was known as to his speculation or his 
attempt to defraud at that time which was the 27th day of September. 

Mr. Curtis. When was he indicted ? 

Mr. Strxeteatuer. He was indicted subsequently by the Rust jury. 

Mr. Curtis. When was that indictment ? 

Mr. STIKeLeAtTHER. Some time in October, I think. I am not sure 
I had nothing to do with that. 

Mr. Curtis. You do not know whether that jury received the evi- 
dence or not ? 

Mr. SrrkeceatHer. No, I don’t know what was given. It passed 
out of my hands. With the suspension, the case was jacketed with the 
special agents and I had no further connection with it. 

Mr. Curtis. His immediate superior was Mr. Tierney ¢ 

Mr. Srixecearner. Mr. Tierney, yes. 

Mr. Curtts. And I think the record of yesterday would show that 
part of the back-dating, it is Mr. Furtado’s contention, was done at the 
direction of Mr. Tierney and also at least in one instance at the direc 
tion of Mr. Malone. 

Mr. Srrxevearuer. He made those statements at the time. 

Mr. Curtis. At the time? 

Mr. Srixeceatuer. Not specific, but that he had back dated returns 
for those people. 

Mr. Curtis. What I am getting at, was that information given to 
the grand*jury or was it not, about Mr. Tierney or Mr. Malone? 

Mr. Srixeteatner. I don’t know. You see, ] presented all the facts 
we had on the 27th of September. That stuff was developed in sub 
sequent interviews by the special agents with Mr. Furtado. It was not 
in his original confession. 

Mr. Curtis. Who was the special agent ? 

Mr. SrrkeLceatuer. Special Agent Carlson. 

Mr. Curtis. Is he still here? 

Mr. Srixeveatuer. I understand he is out of town today. He will 
be back. He is located here. 

Mr. Curtis. He is still working here? 

Mr. Srixeceatruer. He works out of San Francisco. 

Mr. Currts. And you do not know whether Carlson performed his 
work before or after Furtado was indicted ? 

Mr. Srixetearuer. He performed it prior. He was working on it 
before and afterward. The fact of the matter is that a great deal of 
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the shortages were discovered after he agreed to plead guilty. 
Frankly, it is my own personal opinion that Mr. Furtado was very, 
very anxious to plead guilty to the original count, and go to the 
penitentiary before the stuff was discovered. 

Mr. Curtis. Was anyone else anxious that be done? 

Mr. Strxeveatuer. Not that I know of. He approached me and 
wanted to know if he couldn’t plead guilty. He had already figured 
he wouldn't get but 3 years. I said, “I have nothing to do with that.” 

Mr. Curtis. That is all, Mr. Chairman. . 

Chairman Kine. Mr. Kean. 

Mr. Kean. On the question you brought up a while ago about those 
checks which you discovered that Mr. Boland and Mr. Doyle had, I 
understand you are going to give a list to the committee as to whose 
checks those were. 

Mr. Strikereatuer. I can furnish those. I gave the total just a 
while ago. 

Mr. Kean. Would you give the staff a list of to whom the checks 
were, and what the amounts were of each of the checks ? 

Chairman Kine. Do you mean checks to or from ? 

Mr. Kean. From. 

Mr. Srrkevearuer. I give you this as a matter of information. 
When this bunch of stuff was discovered, rather than put it through 
piecemeal I had an idea that perhaps not only an investigator, or 
maybe a grand jury, or maybe you gentlemen would be interested, and 
for that purpose we processed it in one miscellaneous block and held 
it intact so you could observe it. So it is available to you. It will be 
no problem at all. Ithink Mr. Tobin told you that we will do it that 
way. We tried to preserve all the evidence we thought you would be 
interested in. 

Chairman Kine. Very good. 

Mr. DeWrnp. Mr. Stikeleather, the conditions you found in this 
office were such that it would seem to me a fair question to put to you: 
In your opinion was the failure of the supervisor to report conditions 
in that oflice over the past year or two before you came in due to 
failure to supervise the office properly, or due to a feeling of inability 
tomake a report on conditions that were in fact found ¢ 

Mr. Srrxeveatuer. I dislike to make a positive answer. I don’t 
know how long the condition existed when I came here, or had 
prevailed. 

Mr. DeWrnp. You know it was for some time. 

Mr. Srikeveatuer. I don’t know all the reports that might have 
been made. I am in the dark on any condition except what I found. 

I think we agreed this morning that Mr. MeKgnney is here and 
ean answer for himself as to what he reported and why. I think it is 
more appropriate that he should answer for himself on that. 

Mr. DeWinp. It may be that what we want is the appraisal of an 
outside person. It is one thing to ask Mr. McKenney, and I think that 
can be done—— 

Mr. SrixevearHer. All I can say is what I would do if I found a 
situation, and assuming that was the situation at the time that exists 
now, which I, of course, don’t know—— 

Mr. DeWinp. Just what was the situation you found here? You 
found a group that were closely knit, a group that had been in power 
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for some time, that were grossly negligent in handling the office; is 
that a correct statement ? 

Mr. Strike ceatuer. | would say that they were not functioning ac- 
cording to approved operational ‘lines, with the result that there was 
not the proper supervision and not sufficient supervision. 

Mr. DeWinp. And this lack of proper and sufficient supervision was 
serious. It was not a small lack, it was a serious lack. 

Mr. Srikecearuer. And yet— 

Chairman Kine. Would it be fair to say that they were operating 
in violation of regulations in some instances ¢ 

Mr. Srikeceatruer. Yes, sir. There was more than one employee 
who was misassigned or performing work of an inferior or lower 
salary than was being paid them. 

Chairman Kine. That is in violation of regulations / 

Mr. STIKELEATHER. Sure. We corrected much of that. In fact, we 
have practic: ally reorganized the ollice. 

Mr. DeWunpv. I might ask, did you find an employee in the office 
who was assigned to the collector and given a job classification that 
permitted him in effect to operate us a public relations man for the 
collector / 

Mr. Srrxece\rier. Yes. 

Mr. DeWrnp. That was a violation of regulations, was it not? 

Mr. Strkecearuer. He had a theoretical field division that I never 
found in existence. 

Mr. DeWinpb. He w: * put in ch: arge of a theoretical field division ? 

Mr. Srixeceatuer. Field division 

Mr. DeWrnp. And in that position was therefore left free to carry 
out no jobs except what the collector wanted him to do personally ¢ 

Mr. SrikeceatHer. That did not originate with Mr. Smyth. 

Mr. DeWinp. Mr. Smyth inherited that from his predecessor ‘ 

Mr. Srikeveatruer. That ts right. 

Mr. Dy WHuINpD. Who Was the predecessor / 

Mr. Srikecearuer. My understanding—I have only gotten that 
from check backs in questions that | have pointed out: we are not 
through, we are still asking questions—I understand that the unde 
standing is that the position was first established that is subject to 
confirmation or verification—it was Mr. Berliner. 

Mr. DeWinp. Mr. Smyth inherited this public relations man and 
this office set-up substantially as you found it, that is, of a small group 
of top personne] working closely with the collector / 

Mr. SrikeLeatner. Yes. 

Mr. DeWinp. What was the cohesive force in that group? The 
question is, Why gvas the situation that Mr. Berliner set up and Mi 
Smyth inherited, and then they just continued right along ‘ 

Mr. Srikxevearuer. That is the question | would like to know the 
answer to. 

Mr. DeWinp. You have found no evidence of what made this group 
constitute such a cohesive unit / 

Mr. Srikevearuer. I have opinions. I think all of us know that 
for many, many years the collector's office was almost totally political, 
depending entirely, of course, on the locality or the collector; and until 
recently, when they were classified, that everything had a political 
slant. And even today, although in the last few years many collectors 
have apparently been appointed on the basis of their qualifications 
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rather than political consideration, but in many locations or localities 
we all know that certain organizations or certain circles become influ 
ential or political arbiters of that political area and naturally make 
political appointees. 
~ You must remember that most of the supervisory or the higher 
echelon employees of this office have been in 17, 18 years. They came 
in before the service was classified, and through the promotional reute 
reached their positions of authority. They were not selected from 
competitive eXamihnations. They were simply left over. That is no 
indictment of the fact that they are left, because many of our best 
officials and best collectors and their assistants got in their position 
the same Way. 

Mr. Dt Winp. But this particular group appeared to have been 
chosen over a considerable number of years ago. 

Mr. SrTikecearuer, 1943: some prior to that. Some as far back as 


1933. 

Mr. DeWrnp. On a political basis, without regard to merit or 
ibility ¢ 

Mr. SrrKevearuer. Most of them in the early thirties. 

Mr. Di WIHINp. And in fact they were not able to discharge their 
duties properly, in a way that must have been readily apparent, but 
they were able to continue in that position for 8 years. Is that about 


in accurate sumimary of what happened ¢ 

Mr. Srikeceatuer. I would say generally. Mr. Doyle entered the 
service in 1954. Mr. Lewis in 1937. 

Mr. Dy WIND. But the were elevated to Positions ot mayor respon- 
. bility only about 1943. 

Mr. Srikeveatuer. That is right. But LT say they did start in, and 
theoretically they were line promotions. 

Mr. Byrnes. Do you have the record as to when each of these people 
first entered the service / 

Mr. Strkecearier. I can give you most of the people we were dis 
cussing. 

Mr. Byrnes. Let us vo down the line a little bit. You mentioned 
Mr. Dovle. When didi he start 4 

Mr. Srikecearuer. January 16, 1934. 

Mr. BYRNes. \WV) el did he take over In his position as chief oftice 
deputy ¢ 

Mr. SvTrKeceatTuer. March 1, 1943. 

Mr. Byrnes. What about Mr. Boland / 

Mr. Srixkevearuer. December 26, 1940. 

Mr. Byrnes. And what about Mr. Malone? Wait a minute; let us 
stick with Mr. Boland. When did he become Assistant Chief of the 
Field Division / 

Mr. StiKeveatruer. According to my record, April 1, 1944. 

Mr. BYRNES. What about Mr. Malone: that Is, John Malone? 

Mr. Stikevearuer. He started with the service April 8, 1935. 

Mr. LYRNES. And when did he become Assistant Chief of the In- 
ome Tax Division ? 

Mr. Srrkecearuer. He went to Assistant—you are talking about 
Malone— December 2, 1943, he was made Assistant Chief of the Mis- 
cellaneous Tax Division, and then became Assistant Chief of Income 
on May 16, 1944. 
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Mr. Byrnes. And what about Mr. Tierney? ° 

Mr. Srrke.teatuer. Appointed August 3, 1933; promoted to Chief, 
Miscellaneous Tax Division, April 1, 1938. 

Mr. Byrnes. And his next position ? 

Mr. Srrkeceatuer. Appointed Chief of the Wage and Excise, No- 
vember 30, 1947. 

Mr. Byrnes. What about Mr. Beresford? 

Mr. StixeteaTuHEr. Appointed December 10, 1936. 

Mr. Byrnes. What did he start out as? 

Mr. Srtxeteatuer. Office deputy. 

Mr. Byrnes. And then what was his last position ? 

Mr. Strkeveatuer. September 1, 1944, promoted to position of 
Assistant Chief, Withholding Division; and November 30, 1947, hi 
was assigned Assistant of the combined. That was the time we con 
solidated the three divisions. 

Mr. Byrnes. Assistant Chief of Wage and Excise Tax Division ? 

Mr. Srixeteatuer. That is right. That is a consolidation of 
Social Security and Miscellaneous. 

Mr. Byrnes. What about the assistant cashier, Mr. Baird? Do yo 
have any information on him? 

Mr. StrKeceatuer. Appointed February 16, 1937. 

Mr. Byrnes. When did he become assistant cashier? 

Mr. Srrxeteatuer. I don’t have that. I don’t have his complet: 
record. He was one ol the particularly wood, outstanding men. 
wasn’t interested in checking any further. 

Mr. Byrnes. Most of these, it would appear, although they got 
at an earlier date—in the thirties many of them—reached their pos 


tion of importance and so-called authority around 1943 and 1944, a1 


in through that period. 

Mr. STrKeLeatTHER. Yes. 

Mr. Byrnes. And a few in 1947. For instance, the Wage and Exc 
Tax Division, those both came in in 1947. 

Now, have you made any check to determine who was responsib|: 
for the promotion of these people to these posts of authority in 194 
and 19447 

Mr. Stixetpatuer. No. I could only know—it is a formal mat 
ter—if you can tell who was collector at the time the promotions we: 
mace. 

Mr. Byrnes. Mr. Berliner was collector at that time, was he not ? 

Mr. Srikeveatuer. January 1, 1943, to March 31, 1945. 

Mr. Byrnes. You said that part of the difficulty here was apparent 
that it was run as a political office, that is, that was a general practi: 
that all collectors’ offices were political ; and I believe you generaliz 
that that is how these people happened to get into office; is that corre: 

Mr. Strxeteatuer. Back when they originally went in, most of 
the appointments were eit her political or you were a friend of someo 

Mr. Byrnes. But that was the situation in every office througho 
the country, was it not? I mean, they could be handled that way. 

Mr. SrixeceatHer. That is right. | 

Mr. Byrnes. Why is it that in this case, however, you have a siti 
tion where five or six, or let us say, practically all of the key jobs a 
held by political appointees who, it would appear, did not have t! 
qualifications for the job? That is not a common situation throug! 
out the country, is it? 
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Mr. Srrxeveatuer. No. 

Mr. Byrnes. Is there any explanation for what existed here? 

Mr. Srrkeceatuer. I haven’t any. I can’t explain it, how it hap- 
pened or why. Whether they were incompetent when they went in, 
or unsatisfactory, whether they appeared to have the necessary talent 
and qualifications and didn’t live up to the expectations, that 1s some- 
thing, of course, 1 don’t know. 

Sometimes you think employees are promising and they work hard 
until they get a promotion and then maybe they f: Falldown. The »y don’t 
measure up to expectations. I have seen that hap pen lots of times. 

It does look unusual that there would be so many in one group that 
would hang together. Frankly, I am surprised that the office itself 
is in as good condition as it Is. 

Mr. Currts. Mr. Byrnes, may I ask a question at that point while 
vou are waiting / 

Mr. Byrnes. Yes. 

Mr. Curtis. When a supervisor sends a report to Washington, to 

hom does he send it ? 

Mr. Stikeveatuer. The Deputy Commissioner. 

Mr. Curris. And who is that man ‘/ 

Mr. Strxecearuer. Of course, we are under general supervision; 
many officials handle the reports. Mr. Cross is the Deputy Com- 
missioner. Of course, it goes to various departments for review and 

nument. 

Mr. Curtis. During the time that Mr. McKenney was sending re- 
ports to Washington, if he made an adverse report concerning some 
of these individuals here. that information got back to him. At that 
time who was the individual in Washington receiving those reports ¢ 

Mr. Strxeveatuer. I would have to go back. I don’t know how 
long he has been making them. There have been several changes. In 
mv time there have been lots of Deputy Commissioners. 

Mr. Curtis. It has always been a Deputy Commissioner ? 

Mr. StrkeLeatuer. Yes. We are operating directly under the 
Deputy Commissioner. 

Mr. Curtis. That ts all. 

Mr. DeWrnp. Mr. Stikeleather, have you been responsible for 
ing the positions that were vac ated by the dismissal of these various 
ip.ovees, outside of the collector himself, of course ? 

Mr. Stixeveatuer. They were decided upon by Mr. McKenney and 

s assistants and myself. 

Mr. DeWrnp. You passed on those selections and approved them 
vo irself ¢ 

Mr. STIKELEATHER. Yes. 

Mr. DeWrnp. How have you filled those jobs that were opened up 
by the firing of these people? 

Mr. Srrkeveatuer. We filled them on an acting basis while the 
suspension was pending. We moved the cashier, Mr. Lewis. up to 

tief office deputy; his assistant to the position of cashier. One of 
e auditors, Mr. Luckey, to the position of Assistant Chief of In- 
ome. Mr. Bliss, who formerly, I believe, had been in the employment 
vas then in the field, I am sure of that, as acting head of the Wage 
nd Excise. Then Mr. Valdi, who was highly recommended by Mr. 
McKenney and his assistant was selected as acting chief of the field. 

When the final action was taken on the suspensions, Mr. Lewis was 
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made the cashier, Mr. Valdi the chief field deputy, and Mr. Lewis, 
chief office deputy, Mr. Baird was placed in charge of the new divi 
sion, Which is the accounting or comptroller, central accounting system 
which had just been organized. Then a very capable man under Mr. 
Lewis and Mr. Baird was moved up to cashier. 

Mr. DeWinp. I assume all these people that you found to fill these 
jobs are considered by you to be capable and honest employees who will 
8 able to carry out the duties of those offices ? 

Mr. Srikevearuer. Yes. 

Mr. DeWtinp. And you were able to have those within the San Fran 
cisco organization ¢ 

Mr. StikeLcearHer. All of them. 

Mr. DeWinp. So despite the failure of the top leadership in that 
office, you were able to find people that in your opinion are the prope: 
people to fill those jobs within this same organization, 

Mr. Sriketearner. That is true, which is probably the answe 
whiy the office was in no worse shape than it was, because we did hav 
some conscientious leadership that functioned despite the top leve 
faults, and a vast majority of the employees, I think, are conscientious, 
and honest. If you care sometime to look at the statement, I can brie! 
und type it, and give it to you. That will show the condition of th« 
accounts when we checked it. I think if you look at it over all, the 
oflice was not in very serious condition, relatively speaking. 

Mr. Byrnes. When you speak about the office, what do you mean ‘ 

Mr. STIKELEATHER. The accounts. Inside the office, the work of 
the office. 

Mr. DeWinp. You find a rather large volume of very undesirab) 
things gvoing on in this top personne! group. 

Mr. SrikxeLearuer. That is right. 

Mr. DeWrnp. But except where they interfered and mismanaged 
the oflice, you found that the other employees were, by and large, abl 
to run a fairly good office, at least as good as can be run without to 
leadership. 

Mr. Srikeveatuer. That is right: 147 accounts receivable out 
standing. Most of it, as I was concerned, comparatively speaking a: 
making allowance for some arrears ina rush period, very good shape 
The field end of it was the worst. We took accounts off where ther 
were warrants and a hundred we cannot find the warrants or 1 
deputy doesn't know anything about it, or the balance is dlitfere 
than the ledger account. We have been working for weeks trying t 
find the answer on that. Probably some of the missing warrants we 
found in the box Mr. Boland brought back. To what extent thos 


warrants represented outstanding accounts, we have not vet bee 


able to determine because we are still checking them. 

Mr. DeWinp. Is it your view that with the removal of Collecto 
Smyth and this top group and the appointment of these people, « 
the free supervising hand you now have, that everything has be 
done to get this oflice back on its feet, back to a good office ¢ 

Mr. SvikeLeatruer. Yes. Mr. Masarik has worked day and nig 
Speaking of myself personally, I have not had a day off since the Lt 
of September, not even Sunday. 

Mr. DeWinp. Mr. Masarik came from where / 

Mr. Srixevearuer. Pittsburgh. 

Mr. DeWinp. He was brought as acting collector ¢ 
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Mr. SrrkeLeatruer. Deputy collector in charge, and then acting 
collector. 

Mr. DeWinp. You and Mr. Masarik have had a free hand to do 
everything absolutely necessary ¢ 

Mr. SrikeLeatuer. Absolutely, 100-percent support. We have had 
fine cooperation from everybody. Mr. McKenney and his force, and 
all of the employees left in the office, unlimited support from the Com- 
missioner. Nothing has been placed in our way to interfere. 

Mr. DeWinp. How lone do you estimate it will take to get that 
office at a top operating level ¢ 

Mr. Srikeceatuer. The only thing that concerns me right now, 
we area little slow getting started on. is the Income Tax, because we 
-till have the assistant under suspension. 

Mr. DeWinp. That is Mr. John Malone. 

Mr. Srikecearner. Malone. He is still under suspension, and, of 
ourse, we can’t fill it until some disposition is made. 

Mr. DeWinp. You have an acting person in that job ? 

Mr. STrKeLeatuer. Acting. 

Mr. DeWtinpv. How long do you feel it will take to get this office 
at the point where you can say the operation is satisfactory / 

Mr. StrKeLearuer. | think we are very near that point now. 

Mr. DeWinp. That is all, Mr. Chairman. 

Chairman Kring. Mr. Byrnes. 

Mr. Byrnes. Mr. Chairman, what I would like to get as an objec- 
‘ive here is how these conditions could arise, so that you can take some 
teps to find out and keep them from repeating themselves either here 
or any place else in the country. 

For instance, by going into specifics, we do develop some of those 
things. I think some steps can be taken or should be taken generally 


to work out some way so that this back-dating business cannot take 
place. I do not think that it is such a monstrous job that you cannot 
do it. How can this situation where a fellow will have a bunch of 
warrants and checks and returns in his desk occur, and not be found 


some place ¢ 

Mr. Sriketeatruer. As far as the back-dating, we have definitely 
stopped that. It is almost impossible now. We have picked up every 
stamp and everything in the office and stored them, or got them out 
of possession. Some of them were discarded stamps which was the 

iv we were able to identi fy them. 

Another thing is that the mail was coming from three different 

irces, post-office boxes. We canceled that now. All mail goes to 
the cashier, where it is required by our manual that it should go. 
That is very strictly controlled. As far as receipts, we have removed 
ll Forms 1, which is the form of receipt from anywhere except the 
cashier’s office. They are numbered and placed under tight control. 
Those things have been stopped. 

Mr. Byrnes. Is that a manner of general regulation that should be 
the case, or do they leave that up to each individual collector’s office 
throughout the country to institute those kinds of reforms ? 

Mr. Srrketeatruer. The handling of the mail and processing is a 
manual requirement in the Collector’s Manual. It has ever since I 
have been in the Revenue Service. 

Mr. Byrnes. So what they have been doing is violating that regu- 
iation ¢ 
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Mr. Srikeceatuer. There has always been a requirement that Forn 
1, or receipt form, be safeguarded, but I don’t think the Bureau ha 
ever until recently been quite as strict about that as it probably should 
have been. But that has been tightened up by the Commissioner’: 
office himself. That is required as part of the regulation. So I don’ 
think if you have your top level efficient here, that will stick to th 
manual requirements, I just don’t think you will have those situation 

gain. 

Mr. Byrnes. Will the general supervisory examination and surve\ 
of a collector’s office reveal whether or not there are a lot of misce! 
laneous receipt stamps around ¢ 

Mr. Srikevearuer. Yes; unless they are hidden somewhere wher 
you can’t find them. 

Mr. Byrnes. Will a general audit and survey reveal that incon 
tax returns have been received, and checks, but never cleared throug! 
that they are at somebody’s desk or at home? 

Mr. Srikevearuer. Of course, you would not know it if they we: 
home. 

Mr. Byrnes. You have no procedure that would protect against 
that ¢ 

Mr. Srixeteatuer. If you take it out, before it was put under co! 
trol, to somebody's house, you would have no way of knowing that, 
unless you searched homes. 

Mr. Byrnes. What I am trying to get at is not looking just to th 
San Francisco office—here we have a good example of what has tra: 
spired and it can happen tomorrow in some other collector's offic: | 
unless we take some steps to prevent it. I think I view that as pa | 
of the principal job of this committee, to find out where mistake | 
have been made, where there has been misconduct, and not just remo\ f 
them as misconduct, but take or recommend corrective action. 

What can you do to prevent the situation that you found as far a 
these returns and warants scattered all over are concerned ¢ ' 

Mr. Srikxeteatuer. I think the thing we have done is all you ca 
do. If you will abide strictly by the Revenue Collector’s Manual, you 
won't have the situations. 

Mr. Byrnes. If you do not violate the law, you will not have an 
law violations. 

Mr. StikeveatHer. That is right. So the thing to do is to requir 
that the procedure be adhered to. 

Mr. Byrnes. Would that show up under the supervisory audit a 
survey if there had been a violation of that? d 

Mr. StrxeveatHer. I think so, with increased personnel which the: 
have allowed us and greater authority which has been given to us. 
think we can doa much better job in the future. 

Mr. Byrnes. Do you think in the future you are going to be able t 
report back to the Commissioner exactly what you find as a supervisol 

Mr. SrrxeLeatuer. Very definitely. Certainly as long as the pre: 
ent Commissioner is in there, you will be able to do it. I have | 
doubts about that. He is very positive on that score. They are i 
creasing the force. I have just added six men to my force. 

Mr. Byrnes. Have you made any examination of the outside activ- 
ities of these various individuals that we have been talking about, suc! 
as Mr. Doyle, Mr. Boland, Mr. Malone? I 


T 
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Mr. Srikeveatuer. No, that would come within the scope of Mr. 
Frank’s work. If I heard something like that, of course, 1 would 
satisfy myself and refer itto him. I would not follow through. That 
would have been his part of the job. 

Mr. Byrnes. Have you found any other violations of the Collector’s 
Manual or of any laws in the operation of the collector’s office here in 
the various divisions, other than those that you have reported to the 
committee this afternoon / 

Mr. STIKELEATHER. ] don't recall of anything else offhand. 

Mr. Byrnes. You mentioned one point that certain procedures were 

ot satisfactory. What did you mean by that‘ I believe that was 
the Wage and Excise Tax Division. 

Mr. STIKeLeatTHeER. For instance, one thing that we ran into was 
that they were not religiously assessing the 5 percent penalty col- 
ections. ‘That was more or less leniency toward the taxpayer. In 
another case we found that it was due to the fact that, on instructions 
of one of these supervising officials, the auditor had asserted penalties 
and left it up to the bookkeeping operation, which was entirely wrong. 

Mr. Byrnes. Would not that show ordinarily on an audit and 
survey f 

Mr. S1rKeLeaTHeR. Not unless you were checking awfully close; 
to determine that you would have to look at the account. Then you 
have to go back and get the original document, which might be in 
Washington in the revenue office, thousands of them. You would 
have to determine when it was received, whether it was deposited 
promptly, and on date of receipt or weeks later. The Commissioner 
was very much disturbed that there might be too much of that here, 
because that is what did happen on the Benatar case, and Furtado 
speculation. But it is almost an impossible task, thousands and 
millions of accounts, and if you found a document, probably it was 
really received on time. It may not be listed for several days. When 
you get down to it there is not suflicient penalty involved to justify 
t, so it is like hunting a needle in a haystack, and not knowing which 
haystack. 

Mr. Byrnes. You did find some ¢ 

Mr. SrrKevteEATHER. Yes: but not enough to indicate it was of 
suflicient importance and magnitude to be alarmed. 

Mr. Byrnes. Anything else ¢ 

Mr. Srixecearuer. 1 don’t recall anything else. I mentioned 
receipts floating around the building, blank receipts and stamps. I 
don’t think the accounts are in too bad shape. The field could be 
mproved on. 

Mr. Byrnes. You mean the bookkeeping was not so bad ? 

Mr. StrkeLeatuer. The bookkeeping was not bad at all. 

Mr. Byrnes. They had somebody there—— 

Mr. Srrxeceatuer. A lot of employees were doing an honest, clean 
job: most of them were. 

Mr. Byrnes. That is the purely routine jobs were done. 

Mr. Srrkeceatuer. They were done. 

Mr. Byrnes. Is not there a lot more to running an office than just 
the routine bookkeeping ? 

Mr. Srrxeceatuer. Oh, definitely. One of the things we found, 
I think, is bad is in the warrant situation in the field where a man 
will hold 10, 15, 25, 30, up to 40 accounts of withholding tax, quarter 
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Mr. Srixe.teatruer. There has always been a requirement that Forn 


1, or receipt form, be safeguarded, but I don’t think the Bureau ha: 
ever until recently been quite as strict about that as it probably should 


have been. But that has been tightened up by the Commissioner’ 


office himself. That is required as part of the regulation. So I don’ 


think if you have your top level efficient here, that will stick to th: 
manual requirements, I just don’t think you will have those situatior 
again. 

Mr. Byrnes. Will the general supervisory examination and surve 
of a collector’s office reveal whether or not there are a lot of misce 
laneous receipt stamps around ? 

Mr. SrrkeveatHer. Yes; unless they are hidden somewhere wher 
you can’t find them. 

Mr. Byrnes. Will a general audit and survey reveal that incon: 
tax returns have been received, and checks, but never cleared throug! 
that they are at somebody’s desk or at home? 

Mr. Strxevearuer. Of course, you would not know it if they we: 
home. 


Mr. Byrnes. You have no procedure that would protect agains’ 


that ! 
Mr. Srixeveatuer. If you take it out, before it was put under co! 


trol, to somebody's house, you would have no way of knowing that, 


unless you searched homes. 

Mr. Byrnes. What I am trying to get at is not looking just to tl 
San Francisco office—here we have a good example of what has tra: 
spired and it can happen tomorrow in some other collector's offic 
unless we take some steps to prevent it. I think I view that as pa 
of the principal job of this committee, to find out where mistak« 
have been made, where there has been misconduct, and not just remo, 
them as misconduct, but take or recommend corrective action. 


What can you do to prevent the situation that you found as far as 


these returns and warants scattered all over are concerned ¢ 
Mr. Strixeveatuer. I think the thing we have done is all you ca 


do. If you will abide strictly by the Revenue Collector’s Manual, you 


won't have the situations. 

Mr. Byrnes. If you do not violate the law, you will not have an 
law violations. 

Mr. StrkeceatHeR. That is right. So the thing to do is to requir 
that the procedure be adhered to. 

Mr. Byrnes. Would that show up under the supervisory audit a 
survey if there had been a violation of that? 

Mr. StrketeatuHer. I think so, with increased personnel which the) 
have allowed us and greater authority which has been given to us. |! 
think we can doa much better job in the future. 

Mr. Byrnes. Do you think in the future you are going to be able t 
report back to the Commissioner exactly what you find as a superviso! 

Mr. StrkeceaTuer. Very definitely. Certainly as long as the pr: 
ent Commissioner is in there, you will be able to do it. I have 
doubts about that. He is very positive on that score. They are 
creasing the force. I have just added six men to my force. 

Mr. Byrnes. Have you made any examination of the outside acti\ 
ities of these various individuals that we have been talking about, su 
as Mr. Doyle, Mr. Boland, Mr. Malone? 
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Mr. Srixeveatuer. No, that would come within the scope of Mr. 
Frank’s work. If I heard something like that, of course, I would 
satisfy myself and refer itto him. I would not follow through. That 
would have been his part of the job. 

Mr. Byrnes. Have you found any other violations of the Collector's 
Manual or of any laws in the operation of the collector’s office here in 
the various divisions, other than those that you have reported to the 
committee this afternoon / 

Mr. SrikeceatTuer. I don’t recall of anything else offhand. 

Mr. Byrnes. You mentioned one point that certain procedures were 
not satisfactory. What did you mean by that‘ I believe that was 
the Wage and Excise Tax Division. 

Mr. STIKeELEATHER. For instance, one thing that we ran into was 
that they were not religiously assessing the 5 percent penalty col- 
lections. ‘That was more or less leniency toward the taxpayer. In 
another case we found that it was due to the fact that, on instructions 
of one of these supervising officials, the auditor had asserted penalties 
and left it up to the bookkeeping operation, which was entirely wrong. 

Mr. Byrnes. Would not that show ordinarily on an audit and 
survey ¢ 

Mr. STrKeELeaTHER. Not unless you were checking awfully close; 
to determine that you would have to look at the account. Then you 
have to go back and get the original document, which might be in 
Washington in the revenue oflice, thousands of them. You would 
have to determine when it was received, whether it was deposited 
promptly, and on date of receipt or weeks later. The Commissioner 
was very much disturbed that there might be too much of that here, 
because that is what did happen on the Benatar case, and Furtado 
speculation. But it is almost an impossible task, thousands and 
millions of accounts, and if you found a document, probably it was 
really received on time. It may not be listed for several days. When 
you get down to it there is not suflicient penalty involved to justify 
it, so it is like hunting a needle in a haystack, and not knowing which 
haystack, 

Mr. Byrnes. You did find some? 

Mr. Srikecearuer. Yes; but not enough to indicate it was of 
suflicient importance and magnitude to be alarmed. 

Mr. Byrnes. Anything else ¢ 

Mr. Srixecearuer. | don’t recall anything else. I mentioned 
receipts floating around the building, blank receipts and stamps. I 
don’t think the accounts are in too bad shape. The field could be 
improved on. 

Mr. Byrnes. You mean the bookkeeping was not so bad ? 

Mr. Srixeveatuer. The bookkeeping was not bad at all. 

Mr. Byrnes. They had somebody there—— 

Mr. Srrkeveatuer. A lot of employees were doing an honest, clean 
job: most of them were. 

Mr. Byrnes. That is the purely routine jobs were done. 

Mr. SrikeLceatuer. They were done. 

Mr. Byrnes. Is not there a lot more to running an office than just 
the routine bookkeeping ? 

Mr. Srrxeceatuer. Oh, definitely. One of the things we found, 
I think, is bad is in the warrant situation in the field where a man 
will hold 10, 15, 25, 30, up to 40 accounts of withholding tax, quarter 
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after quarter. We found as high—lI think the highest case was 37 


Warrants against one taxpayer, and nothing had been done about col 
lecting them. I think there is where our worst trouble is, in the field 
collection of accounts. There was 89,000,000 of withholding tax o 
September 30. We got $5,081,000 in the warrant stage. 

Mr. Byrnes. Is that failure there based on negligence or did 
look to be intentional in some instances / 

Mr. Srikeceatruer. That is a phase we have not finished. We ar 
still checking those accounts We are try Ing to see if the deputy ha 
the Warrant, and if so, why he clid hot collect it. We have about | 
men on that. 

Mr. Byrnes. But that is a matter that ts still open. so vou cannot 


/ 


| 


make a statement one way or anothet 

Mr. Srikevearuer. That is right. A lot of them we are probabl 
going to tind that some of the hundreds of warrants that were im the 
boxes, we found 153 in one desk drawer, that should have been a 
far as we can tell out in the hands of deputies heing enforced. But 


some of them niay have been closed, yust ragged lack of vood clea 


supervision and push. 

Mr. Byrnes. ‘Those that are found, like vou say, in a drawer, do 
it look like there 1s any s\ stem to which ones went into the drawe 
and which ones went out ? 

Mr. Srikecearurr. We have not found any pattern. There wer 
just somany of them. Once in a while you will find somebody—just 
a few days ago we found two that were related to some of the official: 
but we have not been able to check vet to see, They may have bee 
closed or paid, and they just failed to file them. Everything, it look 
like boxes of junk. 

Mr. Byrnes. You have quite a lhttle to do vet to get this in orde: 
and find out what this adds up to? 

Mr. Srikecearuer. Yes. We run every single case down to a fina 
conclusion. We are not taking anything for granted. 

Mr. Byrnes. What do you find in the office as far as the relatio 
ship of personne] one to the other? Have you made any check Ol 
that? Whether hiring of relatives by your key personnel went or 

Mr. Srixeveatruer. I don’t know them well enough to know ho 
many are related. I know a few instances where a man and | 
wife were working there, and a couple of sisters. I just happened t 
run onto that. There is no way vou would know that. \ lot of tin 
even the collector would not know that. 

Mr. Byrnes. I have in mind those people such as key personne: 
such as we have been naming, whether they managed to have a pretty 
high percentage of relatives in the Bureau. 

Mr. Srikevearuver. One of them had his secretary in there v 
was draw nga salary for another position. 

Mr. Byrnes. Give me that again. 

Mr. Stikeceatuer. One of the secretaries was drawing a salary of 
higher position. 

Mr. Byrnes. Had a—— 

Mr. Srixevearuer. In other words, this employee was assigned | 


a position of a higher grade in salary than the position of secretary, 


but was performing the duties of a secretary. 
Mr. Byrnes. Who was that ? 
Mr. Srixeceatuer. Mr. Doyle’s secretary. 
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Mr. Curtis. What was the secretary’s name? 

Mr. Srikeceatruer. We had several instances of that, where some 
opening or position carried a higher grade and salary and left them 
in the minor position. 

Mr. Byrnes. Was she related to Mr. Doyle / 

Mr. Srrkeceatuer. I have heard yes, and understand she was a 
niece. That was not the only instance. ‘There were others. 

Mr. Byrnes. What were the others? 

Mr. Srixevearuer. Field Deputy Boland—his secretary. 

Mr. Byrnes. Boland’s secretary held a classification job higher than 
that of a secretary / 

Mr. SrikeLeatHer. Yes. 

Mr. Byrnes. How much higher? 

Mr. STIKELEATHER. One grade, | believe. 

Mr. Byrnes. Is she related ¢ 

Mr. Strxeceatuer. Not that I know of. 

Mr. Byrnes. What is another ease? Did Malone have the same 
situation’ Did he have a secretary that was in a higher grade / 

Mr. Srirkeceatuer. No; I don't think so. I don’t recall that. I 
don’t believe so. I believe that is the only two cases of secretaries that 
I recall, but there were various people over the office. It may have 
been a temporary assignment. An employee was doing about a grade 
2 or grade 3 job in the IBM room with an income-tax auditor’s grade. 

Mr. Byrnes. What does an income-tax auditor take as a grade? 

Mr. STikeLeatTuer. Examiners are 4, auditors are 5 to 9. 

Mr. Byrnes. That person would at least have a 5 grade? 

Mr. STIKELEATHER. Yes. 

Mr. Byrnes. Is not that a different classification, too? Is not 
grade 2 or 3a clerk / 

Mr. SrTikeLeatruer. Yes. 

Mr. Byrn s. And then the auditor is professional Is that a clerk 
classification or professional ? 

Mr. SrikeLearuer. Grade 4 is examiner. Your auditor starts with 
5, 6, 7, 8, 9. 

Mr. Byrnes. What? 

Mr. SrrkecearuHer. Five begins your auditor series. 

Mr. Byrnes. Was it CAF-—5 or P-5? 

Mr. SrikeLeatuer. GSA-5, former CAF. 

Mr. Byrnes. Did they give you any explanation for that ? 

Mr. SriKkeLEATHER. Evidently somebody gave them the job. I 
think there was just not too much attention paid where they were 
putting the employee. If somebody could do a job there, they did not 
always consider. Of course, we have had a little difficulty in all of the 
offices. They are having a little difficulty getting accustomed and 
sometimes we have to assign them in order to get the job done, and 
sometimes they forget to take them off or they cannot do the job 
they are employed for. 

Mr. Byrnes. You mean the situation is such that you cannot find 
out who is responsible for Mr. X working at a grade 2 and holding 
down a classification pay of a grade 5? You cannot tell who is re- 
sponsible for that ? 

Mr. Srixeteatuer. You can tell who put him on the job, but it 
just is like some of these returns we hunt for. We will say charge 
slips on some clerk, “I gave it to Mr. Doyle, | gave it to Mr. Smyth.” 
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That was the way you try to run some things down. “I am down here 
because the division head sent me here,” and “The division head or sec 
tion head or somebody told me.” 

Mr. Byrnes. Is that person that has this grade 5 a woman? 

Mr. SrrKkeLceaTuer. A man. 

Mr. Byrnes. Is he capable of doing the work of—— 

Mr. Srrkeceatuer. An auditor / 

Mr. Byrnes. An auditor ¢ 

Mr. Srixeceatuer. We are trying to find that out now. We are 
going to find out. 

Mr. Brynes. Can you not find out who and through what process 
he got that rating ? 

Mr. Srixevearurer. No; he has his appointment papers. 

Mr. Byrnes. Who makes the appointment / 

Mr. Srixeceatuer. Presumably the collector selects him. 

Mr. Byrnes. Where is all this civil service that we have been hear- 
ing so much about in the last week or two that was going to cure all of 
our evils, because we are going to put them under civil service? These 
people are under civil service. 

Mr. Srixeceatuer. Yes; he probably met civil-service requirements 

Mr. Byrnes. To do an auditor’s job? 

Mr. SriketeaTuer. He must have. They approved him for the ap 
pointment. 

Mr. Byrnes. Who? 

Mr. SrikeceatHuer. Civil Service, I assume. He is on the payrol 
and he is a civil-service employee. Of course, we don’t have those 
records. 

Mr. Byrnes. I think you better give us the name of that individua 
so we can have a check made. 

Mr. Srixeceatuer. I understand he was selected for appointment 
by Mr. Doyle. That is hearsay. 

Mr. Byrnes. Would you give us the name of this individual ? 

Mr. Srixevearuer. I would have to look it up. I don’t have 
here. I could get it for you. 

Mr. Byrnes. Will you do that, please. 

Mr. Srikeceatrner. Yes. 

(The information referred to is as follows:) 


John Gentillueci, auditor, GS—5, Income Tax Division, San Francisco 


Mr. Byrnes. You have other cases of that kind, you say’ You ha 
run into a number of cases where the person is doing = 

Mr. Srixeceatuer. There were a lot of them. 

Mr. Byrnes. A minor job and is holding a higher-classification jo 

Mr. Srixeceatuer. I don’t recall any others now that were t! 
bad. 

Mr. Byrnes. What do you mean by that bad? Are there any th 
are just plain bad? 

Mr. Svikeceatuer. You find a lot of 2’s and 3’s, one higher, may 
both grades are 3, but not doing the particular job assigned to ther 
I mean lots of times during heavy periods you have to assign them ' 
other work or go out and assign somebody else which you can’t do. 

Mr. Byrnes. I can understand that. I am assuming in this case t! 
person has been working at this minor job for some considerable }» 
riod, and it is just not a temporary proposition. Am T right in that 
assumption ? 
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Mr. Srixeveatuer. That is right. 

Mr. Byrnes. Do you have any other cases where it appears that 
they are carrying on 

Mr. Strxeveatuer. I will check back. 

Mr. Byrnes. But are drawing down pay for a higher classification 
than the job calls for? 

Mr. Strxeceatuer. Nobody is doing it right now. 

Mr. Byrnes. Not right now? 

Mr. Srrkereatuer. Nobody over there now. 

Mr. Byrnes. I would like to find out how this civil-service system 
f ours, Which is supposed to cure so many of our ills, works so that it 
ermits a situation like this to carry out. 

Chairman Kine. I call attention of the gentleman that that is not 

thin the jurisdiction of this committee. 

Mr. Byrnes. I think it is, Mr. Chairman, as far as the operation of 

e Bureau is concerned. 

Chairman Krne. I take it back. 

Mr. Byrnes. I have not anything right now, Mr. Chairman, but it 
seems as time goes on—— 

Chairman Kine. For the past 2 days the committee has heard testi- 
mony of officials who have been selected by Commissioner Dunlap to 
nvestigate the San Francisco Internal Revenue Service. We shall 
ext hear the testimony beginning on Friday of Mr. Doolan and 
others who made the charges which led to initiating the investigation 
of the San Francisco collector’s office. 

The committee has wished to learn whether the Bureau’s investiga- 
tion has been full and complete. We shall also receive such evidence 
as is deemed relevant to an inquiry concerning charges of delay or 
bstruction in bringing the matters to light. The committee will not 
form any conclusions until all evidence has been heard and studied. 

If there is no further business, without objection the public hear- 

gs will adjourn until Friday morning at 10 a. m., in this room. 

(Thereupon at 6:50 p. m., the hearings were recessed, to reconvene 
Friday. February 8, 1952, at 10 a. m.) 
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FRIDAY, FEBRUARY 8, 1952 


House or RepresENTATIVES, 
SUBCOMMITTEE ON ADMINISTRATION OF THE INTERNAL 
Revenve Laws, or THE COMMITTEE ON Ways AND MEANS, 
Nan Francisco, Calif. 

The subcommittee met, pursuant to recess, at 10 a. m., in room 276, 
main post-oflice building, San Francisco, Calif., Cecil R. King (chair- 
man of the subcommittee ) presiding. 

Present: Representatives King, Keogh, Kean, Curtis, and Byrnes. 

Present also: Adrian W. DeWind, chief counsel; Bruno Schaciner, 
sper ial counsel: Donald Schapiro, assistant counsel. 

Chairman Kine. The committee will be in order. 

Will you rise and be sworn, Mr. McKenney, please ? 

Do you solemnly swear the testimony you are about to give will be 
the truth, the whole truth, and nothing but the truth, so help you 
God ¢ 


Mr. McKenney. I do. 


TESTIMONY OF STANLEY V. McKENNEY, SUPERVISOR OF ACCOUNTS 
AND COLLECTIONS IN CHARGE OF THE TWELFTH SUPERVISORY 
DISTRICT, BUREAU OF INTERNAL REVENUE 


Mr. DeWinp. Would you please give your full name to the re- 
porter ¢ 

Mr. McKenney. Stanley V. McKenney. 

Mr. DeWinp. Where do you live? 

Mr. McKenney. Los Angeles. 

Mr. DeWtxp. Could you give us vour residence address / 

Mr. McKenney. 835 Milmada Drive, La Canada. 

Mr. DeWinxp. Mr. McKenney, what is your present position with 
the Bureau of Internal Revenue / 

Mr. McKenney. My present position is that of supervisor of 
iccounts and collections in charge of the twelfth supers sory clistrict, 
consisting of the States of California, Arizona, Nevada, and the Ter- 
! tory of Hawaii. 

Mr. DeWinv. How long have you held that position ¢ 

Mr. McKenney. Since August 1, 1944. 

Mr. DeWrnp. Prior to August 1, 1944, Mr. McKenney, what was 
your post ¢ 

Mr. McKenney. My position was the position of supervisor of 
accounts and collections, working immediately under the direction 
of the supervisor in charge, who preceded me. 
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Mr. DeWinpb. Who was the supervisor in charge who preceded yo 
Mr. McKenney ? 

Mr. McKenney. Mr. Harry Gullickson. 

Mr. DeWrnp. How long were you Mr. Gullickson’s assistant 

Mr. McKenney. From the spring of 1935 until I succeeded hin 
August 1, 1944. 

Mr. DeWtnp. Is it fair to say, Mr. McKenney, that you hav 
been familiar with matters in the office of the collector in San Fra: 
cisco since 1935? 

Mr. McKenney. I think that would be a fair statement, yes. 

Mr. DeWinv. Mr. McKenney, have you-since coming here in 195 
had occasion to make any complaints or to make any reports concer 
ing irregularities in the collector’s office in San Francisco ¢ 

Mr. McKenney. By irregularities, you mean cases of fraud ? 

Mr. DeWinp. No; let me make it broader than that; any complaint 
regarding conditions in the collector's office in San Francisco. 

Mr. McKenney. Yes, sir. 

Mr. DeWinp. When was the first occasion that you found cond 
tions here unsatisfactory ¢ 

Mr. McKenney. On the occasion of my first visit to San Francisco, 
or one of my first visits, in 1936, I observed conditions which I con 
sidered unsatisfactory, and they were set forth in a report which wa 
approved by Mr. Gullickson. 

Mr. Curtis. Approved by whom ? 

Mr. McKenney. Mr. Gullickson, the supervisor in charge at that 
time. 

Mr. DeWtnp. Prior to that time, Mr. McKenney, had you had any 


discussion with the collector regarding the position of supervisor i1 


San Francisco, and had you discussed with him relations between the 
collector and the supervisor ? 

Mr. McKenney. One of my first contacts with Mr. Lewis, the col 
lector at that time, outside the office, was on the occasion of an invit 
tion to his home for dinner, when he informed me, or rather when h« 
asked me if I knew what treatment was accorded supervisors whom 
they didn’t like in this division. He asked me the Sm “Do you 


know what we do with supervisors out here that we don’t like?” And 
I said, “No, what do you do with them?” He said, “We throw the 
out the window.” 

Mr. Byrnes. Who said this? 

Mr. McKenney. Mr. Lewis. the collector at that time. 

Chairman Kine. Did me mention what floor ¢ 

Mr. McKenney. No. 

Mr. DeWrnp. That was your first introduction as to relations by 
tween the collector and the supervisor ? 

Mr. McKenney. I would say that was one of my first experience: 
with Mr. Lewis. 

Mr. DeWinpv. But nevertheless, shortly thereafter you had occasi: 
to make some complaint regarding the collector’s office here ? 

Mr. McKenney. I did. 

Mr. DeWrnp. Could you briefly describe the general nature of the 
complaint you made, and how you made it? 

Mr. McKenney. One of the things I described was the situation 
with respect to the top management. I don’t recall all of the detai!: 
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However, in commenting on the assistant, I have since changed my 
views, but in commenting on the assistant, the domineering manner 
in which the office was run, the failure to show appreciation for satis- 
factory service, and the autocratic—I used the term “autocratic”—way 
that the office was run. That is the only situation I can recall. How- 
ever, I have since recently seen correspondence from Mr. Lewis to 
Mr. Helvering, complaining very bitterly about conditions, that 1 had 
allegedly caused, criticizing some of the older people whom he con- 
sidered the most capable, which I believe were the result of his dislike 
for me, not based on anything specific, but on generalities. 

Mr. DeWrnp. Let me see if I understand this, Mr. McKenney. In 
1936, you made a report complaining of general conditions in the col- 
lector’s office, and that report, you say, went to Mr. Helvering, who 
was then Commissioner of Internal Revenue ? 

Mr. McKenney. That went first to the Deputy Commissioner, who 
I believe was Mr. Schoeneman. 

Mr. DeWinp. That is, Mr. Schoeneman was then Deputy Commis- 
sioner in Charge of Accounts and Collections ? 

Mr. McKenney. Yes, sir. 

Mr. DeWrnp. Your report went to him. 

Mr. McKenney. Yes, sir. 

Mr. DeWinv. Do I understand you to say that this correspondence 
which you have recently seen from Collector Lewis to Commissioner 
Helvering followed this report that you made and referred to matters 
that were in that report ‘ 

Mr. McKenney. It referred particularly to my criticism of people 
and conditions in general, presumably in an effort to have me removed 
from the division. 

Mr. DeWinp. In ordinary course, Mr. McKenney, would the report 
that you had made to Deputy Commissioner Schoeneman have been 
made available to Collector Lewis ¢ 

Mr. McKenney. One of the strange quirks of fate, we might say, 
was the fact that he did know about it. In the regular course of events 
the collector would not, as was my understanding, see that report. It 
may have been by accident. It was either by accident or intent on the 
part of someone that Mr. Lewis saw the report which caused the 
embarrassment. 

Mr. Curtis. Did that accident ever happen again ? 

Mr. McKenney. No, sir. 

Mr. Curtis. You never had any other experience where a report 
went into Washington that you learned that word of that was sent 
back here to San Francisco? 

Mr. McKenney. I don’t know of a case of that kind. However, Mr. 
Smyth told me on one occasion that he saw everything that went into 
the Bureau from my office, or he saw the reports that went in from my 
office. And I stated that as far as I was concerned, that was perfectly 
all right, excepting confidential reports, and I was quite sure he didn't 
see those. 

Mr. Curtis. But according to the regulations, there is no reason 
why that information should go back to Mr. Smyth, is there ? 

Mr. McKenney. These reports? 

Mr. Curtis. Yes. 

Mr. McKenney. No, sir. At that time the collector was not sup- 
plied the prose part of the report. He only got a copy of the statistical 
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part which analyzed the accounts and showed the result of the audit, 
of the figures, the accounts and so forth. 

Mr. Curtis. In other words, your work in supervising was such tha 
under the regulations you should have had a free hand to report the 
facts back there as you found them, without having that informatio: 
conveyed back here to San Francisco to Mr. Smyth or any othe: 
collector ?¢ 

Mr. McKenney. That was my understanding as to the way thi 
system should work; yes, sir. 

Mr. Curtis. That understanding is correct: is it not / 

Mr. McKenney. Yes, sir. 

Mr. Kreogu. Mr. McKenney, let us assume that your report goe 
through channels to Washington and contains some matters that mus 
be brought to the attention of the collector. Would it be the functio 
of the Deputy Commissioner in charge to discuss any of those matte: 
with the collector / 

Mr. McKenney. Yes, sir. gut the policy was when we found sony 
thing wrohg Ih a collector’s office, we will say in procedure, that \\ 
would discuss those faults with the collector and his employees, and 
we were successful in correcting them, very little or no mention ne: 
be made. However, those that were not corrected and needed to 
followed up, or those with which we had difficulty or might exp 
difficulty, were to be reported. 

Mr. Krocu. So that if your suggestions were not followed up a 
your suggestions later were contained in your report, it would be fa 
to assume that those suggestions would be ciscussed by the Deput 
Commissioner in charge with the collector ? 

Mr. McKenney. That is true, yes, sir. There is a department 
the Bureau which does that very thing. 

Mr. Krogu, And it would be fair, therefore, to assume that the pa: 
ticular collector would conclude that that suegestion was part of vo 
report without having to see the report ? 

Mr. McKenney. Yes, sir. But first, as you may know from copi 
of the reports which vou have, I have made it a policy, that is pecul 
tomy division, and possibly others, to have the supervisors keep reco! 
of the faults which they find, and put them in the form of a mem 
randum to me, which I take up with the collectors. We have fa 
recently adopted a plan whereby when we find something wrong i 
examination, faulty procedures, that we will take them up before t! 
cret cold, so to speak, and review them with the responsible peo] 
rather than make notes of them and wait until we incorporate then 
a memorandum at the end of the examination. 

Mr. Krogu. My point simply is this, that it is perfectly poss 
fora oven collector to know that a suggestion was contained in vo 
report which was forwarded to Washington without that collect 
hay Ing had the opportunity, right fully or w rongfully, of seeing vo 
report, 

Mr. McKenney. Yes, sir. The part of the report that I speak ( 
that accidentally or by intent got back to the collector was the }) 
pertaining to organization, management, and personnel. 

Mr. Kerooeu. I do not care what part it was. I “ui simply getting 
from you, and as I understand it, you agree with me, that it is p 
fectly possible for a given collector to know w hat has been containe 
your report without his having to see that report. 
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Mr. McKenney. Yes, sir, insofar as it pertains to procedure. 
Mr. Curtts. In the light of Mr. Lewis’ statement to you when you 
rst arrived here, and in the light of what you experienced about these 
en, Mr. Lewis, Mr. Smyth, and others, knowing what you reported 
» Washington, what interpretation did you place upon Mr. Smyth’s 
tatement to the effect that he knew what you were reporting to 
Washington ¢ 
Mr. McKenney. I presume that either he was trying to intimidate 
e, or that he was trying to let me know that he was very close to the 
( ommiss ioner’s office. 
Mr. Kroon. But neither one of those things would have affected 
i: nor influenced you in the discharge of your duties, would it? 
Mr. McKenney. Not in the slightest; no, sir. 
Chairman Kine. Mr. McKenney, through the years it has been 
erally considered imprudent for a supervisor to report too pointedly 
a collector himself; has it not generally been understood that it is 
ot a popular thing to do to report adversely on a presidential ap- 


pointee ? 
Mr. McKenney. Yes, sir. Only in cases where the information 
wht be specifically asked for, or, of course, as is true in my case, 


supervisors go into Washington probably on an average of once a year 
r so, and oc asionally the Deputy Commissioner comes into the field. 
On these occasions I believe if the supervisor in charge has matters of 
serious nature which should be treated more or less with kid gloves 
| guardedly, and confidentially, they are discussed by word of 
outh, and that is the case in my situation. 
Chairman Kino. It has been testified before this committee that even 
Commissioner is a little concerned when he has information of an 
verse nature about a collector. He hesitates, so it has been testified, 
)move, so it would not be unreasonable that you men would consider 
t most delicate, at least if it were an adverse matter as to the collector 
mself or his personal activities. 
Mr. McKenney. Yes, except in the broadest of terms. 
Chairman Kine. And you have no authority other than to advise 
that things are not as they should be in his office. 
Mr. McKenney. We have no authority to issue orders of any kind 
. collector’s office. 
Chairman Kine. You are charged with just, say, advising him of 
s dereliction or this poor system or operation, and then with that 
ur job is over. 
Mr. McKenney. Yes, sir, that is contained in so many words in a 
ind book which is the manual of procedure for field deputy col- 
tors, which, by way of introducing supervisors of accounts and 
llections, has stated that they are not authorized to issue instruc 
tions. However, it would be to the advantage of the deputy to co- 
perate with them, work with them and give them the information 
they require. 
Mr. Curris. That pertains to your supervision of everybody under 
ur authority, does it not? 
Mr. McKenney. That is true. 
Mr. Curtis. That you supervise and report on, but you do not 
lrect their work ? 
Mr. McKenney. That is true. 
91550—52—pt. 3 11 
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Mr. Curtis. Now, so far as the law and the regulations are con 
cerned, is there any exception made as to the collector, or is that a 
matter of long time custom ? 

(No response. ) 

Mr. Curris. So far as the actual law and the printed regulation 
are concerned. 

Mr. McKenney. As to the power of the collector? 

Mr. Curtis. No, as to your authority to carry out your work as a 
supervisor. 

Mr. McKenney. The most specific description of our position that 
I can think of is contained in our commission. Would you like m« 
to read that? 

Mr. Curtis. Yes, plea se. 

Mr. McKenney (reading) : 

The United States Treasury Department, Office of Internal Revenue. Thess 
presents witness: That Stanley V. McKenney is duly commissioned as supet 
visor of accounts and collections, and is a duly accredited officer of the Bureau 
of Internal Revenue, and is hereby designated to make investigations arising 
under the internal revenue laws and to require and receive from all persons hav- 
ing knowledge thereof information as authorized by such laws. He also en- 
gages upon special investigations under my immediate direction and will be 
respected accordingly as my representative by all officers and employees of the 
Bureau of Internal Revenue who will render him every possible assistance, and 
hold in confidence all communications with him. 

The person named herein is hereby authorized to negotiate Government trans- 
portation requested issued to him in connection with official travel. 

That is signed by the Commissioner 

Mr. Curtis. Now, that commission applies to collectors as well as 
other officers and employees, does it not? 

Mr. McKenney. All employees in the service. 

Mr. Curtis. Would that include a collector? 

Mr. McKenney (reading) : 

He will be respected as my representative by all officers and employees of 
the Bureau of Internal Revenue. 

That would seem to be inclusive of collectors. 

Mr. Curtis. That is all, Mr. Chairman. 

Mr. Byrnes. Mr. Chairman, I think as a matter of foundation for 
this testimony of Mr. McKenney, I want to make it clear just exactly 
what you are supposed to do, Fundamentally it is my understanding 
that the supervisor is an investigator to report to the Commissione! 
to be the Commissioner’s eyes and ears in the field. Is that correct? 

Mr. McKenney. That is correct, yes, sir. 

Mr. Byrnes. Sort of in the same position, generally, as bank ex 
aminers would be going in and examining banks and reporting back ? 

Mr. McKenney. I am not. familiar with the duties of a bank ex 
aminer, but insofar as examination of the accounts, determining 
whether they are in balance or not, being familiar with the procedure, 
there would be a close « ‘comparison. I don’t know how much authority, 
however, they have. 

Mr. Byrnes. And you are also to investigate and be the eyes and 
‘ars of the Commissioner in the field as to how thé various offices were 
being administered and run, is that not correct ? 

Mr. McKenney. Yes, that is true. 

Mr. Byrnes. How could you fill that position if you did not report 

to the Commissioner what your findings were in as complete a mat 
ner as possible ? 
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Mr. McKenney. Our work could be done probably more effectively 
if we were free to report all the facts as a matter of record, and the 
collector knew that something would be done about it, and it was a 
requisite of the Commissioner and the Secretary of the Treasury that 
the collector cooperate fully with the supervisor. mA 

Mr. Byrnes. Your first responsibility, as I understand it, is to 
the Commissioner of Internal Revenue? 

Mr. McKenney. Yes, sir. 

Mr. Byrnes. And that comes ahead of any responsibility to be 
friendly with collectors or friendly with any personnel in the offices 
in the areas that you are in charge of, is that not correct‘ 

Mr. McKenney. Yes, sir. 

Mr. Byrnes. Under those circumstances, I keep finding it difficult 
to understand this theory that you have to get along with the collec- 
tors and the people that you are examining. It would seem to me 
the person you should be getting along with is the Commissioner of 
Internal Revenue whom you are supposed to represent. 

Mr. McKenney. May I quote something for your information 
on that ? 

Mr. Byrnes. Yes; please, sir. 

Mr. McKenney. November 19, 1936; quoted below are extracts 
from a letter to me from Deputy Commissioner Schoeneman dated 
November 6. 

Mr. DeWrnp. Before you read that, might I interrupt? Is this a 
letter which came to you following your complaints about conditions 
here ? 

Mr. McKenney. Yes, sir. Signed by Mr. Gullickson, who was my 
predecessor. I quote from Mr. Schoeneman’s letter: 


Our whole success in supervising collectors’ offices depends upon the ability 


of our supervisors to make sucvestions either to the collectors or to the Bureau 
in a manner that will not bring about ill feeling. I am not willing to concede 
that supervisors do not have the right to criticize any conditions in a collector's 
office that is not in accordance with procedure or with the best interests of the 
service. I do think, however, that many matters can best be handled by close 
contact between the supervisor and the collector. In this way many things 


vhich ordinarily would be the subject of criticism can be corrected, and if they 
ean be, there is no necessity for their inclusion in an examination report. 
Also, if any criticism is to be made of a collection district or any instruction 
given by the employees for a change in the method of performing their work, 
such instruction should come from the collector after a conference with the 
supervisor. If it should develop that the collector is not willing to agree to 
the suggestion made by the supervisor, then it would be appropriate for the 
supervisor to bring the matter to the attention of the Bureau and in that way 
i decision could be made as to whether the supervisor's recommendations 
should or should not be accepted. 

The tone of that letter indicates to me that it is very important that 
we maintain harmonious relations with the collectors. 

Mr. Byrnes. Do I understand that in this instance you filed a criti- 
cal report on an examination of the San Francisco office and as a result 
of this critical report, you received this letter which in effect at least 
is a rebuke for having reported unfavorably on certain conditions 
you found? Is that right? 

Mr. McKenney. That is the way I understood it, yes, sir. 

Mr. Byrnes. So that in spite of the theoretical position that you 
held, or that all supervisors held, being responsible for report ing what 
they found, in practice you were advised that it would be handled a 
little differently ? 
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Mr. McKenney. Yes. 

Mr. Byrnes. That you were not to report everything you found ? 

Mr. McKenney. Yes, sir. There have been cases here where an 
expression by one of the staff of Mr. Smyth stated that regardless . 
how hard we tried, we never get credit for doing something well, and 
in view of that statement I have, as you have probably noted by ref- 
erence to the reports, leaned over backward to try to impress upon him 
the fact that we did appreciate the slightest show of cooperation with 
us, so that they would not be in a position to say that we were always 
findin g fault, and the principal purpose of our job was not to im- 
prove the efficiency of the office, but to see how much fault we could 
find. 

Mr. Kean. How can you ha tinge the efficiency of the office if you 
do not find fault with things that are inefficient in the office ? 

( No response. ) 

Mr. Kean. There is no point if you just write a report whitewash 
ing everything, and saying everything is in wonderful shape. 

Mr. McKenney. We are in the position, of course, of being more 
wr less faultfinders. 

Mr. Kran. Yes. 

Mr. McKenney. But under the policies, if we had a reputation of 
being faultfinders, period, we probably would not be able to accom 


lish as much. 
Mr. Kean. In other words, you can find faults that are not very 
important, but if you find any important faults, you get in trouble. 
Mr. Mc RENN! y. That is the liability; yes, sir. 
Chi iirman Kine. It gets back again, Mr. McKenney, does it not, 


to the fact that the collectors are Presidential appointments ? 

Mr Moneuwer. Yes, sir. 

Chairman Kine. They come by their positions in an 2 ym vgs dif 
ferent f: me than all other emp loyees within the office, or the agent 
and other emp loyees of the Bureau / 

Mr. McKenney. Yes, sir. 

Chairman Kine. The Commissioner is likewise a Presidential 
sil ntment. ‘The Assistant Commissioners are likewise. Injury at 
times could come to a supervisor if he would not abide by the rather 
subtle instruction, “Do not upset the collector or get him down o1 
you for the reason that quite likely through political channels it 
could be possible that you would be punished some time along in you: 
career, 

Mr. McKenney. Yes. 

Chairman Kine. That is just understood. You are not told that 
It does not come down in instructions. But an intelligent man would 
soon be aware that that is just the way it works and has always worked 

Mr. McKenney. I think that is the correct situation; yes, sir. 

Chairman Kine. If you complained in a worth-while fashion on 
career employee or a civil-service employee, things are generally don: 
about it: is not that vour experience ? 

Mr. McKenney. Yes, sir. 

Chairman Kine. But a political employee, it may result in corre: 
tion, and it may just as easily never result in correction. 

Mr. McKenney. That is true; yes, sir. 

Mr. Byrnes. Do I understand, then, in summary of that, that genet 
ally it is expected that you are not supposed to do your full and 
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complete job because of the possibilities of political repercussions on 
yourself and others ? 

Mr. McKenney. We are handicapped decidedly because of that 
situation. 

Mr. Kran. Were these criticisms that we are talking about direct 
criticisms of the collector himself, the ones that you made that Mr. 
Schoeneman afterward wrote to you about? 

Mr. McKenney. No, sir. 

Mr. Kean. And that is not the condition that the chairman is talking 
about ? 

Mr. McKenney. No. 

Mr. Kean. The fact that you interfered by criticizing some of the 
pet employees in the office of the collector ? 

Mr. McKenney. The resentment of the collector in his letter, which 
I recently saw, dwelt largely with criticism of some of the lesser lights 
in the orga) 1Z ition. 

Mr. Kean. His pet employees? 

Mr. McKenney. Presumably. 

Mr. DeWinpv. Mr. McKenney, you assumed top responsibility for 
the San Francisco office on August 1, 1944, is that right? 

Mr. McKenney. Insofar as a supervisor is concerned, myself and 
my group: yes, sir. 

Mr. DeWrnp. Following your becoming the supervisor in charge, 
did you have occasion to make any further complaints regarding con- 
ditions in San Francisco? 

Mr. McKenney. On one oceasion I was in Washington and I made 
it a point to call on Commissioner Nunan. 

Mr. DeWrnp. Let me see. At that time the collector was Mr. 


Smyth. When vou took office as supervisor in charge, Mr. Smyth had 
already been appointed as collector, or was Mr. Berliner still the 
collector ¢ 


Mr. McKenney. August 1944, I believe that Mr. Berliner was still 
hj 


the collector. But t ; was after Mr. Smyth became collector. 

Mr. DeWrnp. This occasion that you were referring to when you 
spoke to Commissioner Nunan was after Mr. Smyth had become 
collector ? 

Mr. McKenney. Yes, sir. 

Mr. DeWrnp. Thank you. Go ahead. 

Mr. McKenney. I paid him a call in his office as a matter of cour 
tesy. I don’t reeall that I had anything special to talk to him about. 
my contact being primarily with the Deputy Commissioner, who I 
helieve was Mr Hankir at the time. Mr. Nunan asked me about 
Mr. Smyth, what kind of a collector he was, what kind of an office he 
had. It was a question that I presumed to be an inquiry as to what 
kind of a collector he was and how I got along with him. 

My reply was very short but very explicit. 

Mr. Smyth likes to run his office as he pleases without interference from 
supervisors. 

Mr. DeWrnp. Was that your total conversation ? 

Mr. McKenney. I don’t recall the rest of my conversation. I recall 
his reply. 

Mr. DeWrnp. Wa ry reply made to vour statement about the 
collector / 
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Mr. McKenney. He said “Mr. Smyth is a fine person.” 

Mr. DeWrnp. Iam sorry; I did not hear that. 

Mr. McKenney. Mr. Nunan stated that Mr. Smyth is a fine person, 
a good fellow, or something to that effect. 

Mr. DeWinp. That was the end of the conversation; was it? 

Mr. McKenney. As far as that was concerned, I believe. 

Mr. Byrnes. Did you gather from that that he was not interested 
in any comments about Mr. Smyth that were not favorable comments? 

Mr. McKenney. Yes, sir. 

Mr. DeWinp. When did that conversation take place, approx! 
mately, can you recall? 

Mr. McKenney. I would say probably around maybe 1947 or 148. 
[can't say for sure. About that time. 

Mr. DeWinpv. Mr. Smyth became collector here in 1945; 1s that 
correct ¢ 

Mr. McKenney. I believe that is about right. It probably was 
before 1948. It was not very long after he took office. I have no way 
of putting my finger right on the date. 

Mr. DeWrnp. I believe that Commissioner Nunan resigned as 
Commissioner on June 30, 1947, so it would have been some time 
between 1945 and 1947; is that correct ? 

Mr. McKenney. Yes; that is right; possibly 1946 or 1947. 

Mr. DeWrnpv. During this period from 1945 to the present time, 
have you ever made any written reports concerning undesirable con- 
ditions in the San Francisco office of the collector ? 

Mr. McKenney. I don’t recall. The regular reports state what we 
found that was wrong with the office. In 1948, the comments insofar 
as the personnel was concerned were toned down materially because 
of the fact that as a result of the Taber committee investigations, or 
following those, the collectors were given copies of the complete re 
port, including the comments on the top brass in the oflice. My own 
experience was such that I didn’t want a repetition of the case that 
we had in 1936. However, I made it a point to inform my immediate 
superiors and the Commissioner on several occasions as to what the 
office was and I am sure they have a very good picture of the organi- 
zation, Mr. Hankins, Mr. Cross, and Mr. Schoeneman. 

Mr. DeWinpv. Mr. Hankins was Deputy Commissioner in Charge of 
Accounts and Collections when you first became supervisor in charge 
here; is that right? 

Mr. McKenney. Yes, sir. 

Mr. DeWrnp. And then he was succeeded by Mr. Cross? 

Mr. McKenney. Yes, sir. 

Mr. DeWrnp. Please tell the committee, Mr. McKenney, how you 
went about informing Mr. Cross, Mr. Hankins, and the Commissioner 
concerning conditions here ? 

Mr. McKenney. Mr. Schoeneman on one occasion, when he was in 
Los Angeles, asked me about the different offices in my division, which 
were the best ones and which were the worst ones, and I told him. 
Also on the occasion of a visit to Washington at one time, he asked me 
abont the same question, and I told him about the different offices. 

Mr. Byrnes. What did you tell him about this office ? 

Mr. McKenney. I told him that we didn’t get cooperation here and 
it was a very difficult office to accomplish our purpose. Because of 
the unwelcome that we had in dealing with the office, and some of the 
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expressions that we had heard from the staff, people in responsible 
jobs, to the effect that the employees were told not to tell the super- 
visors anything, and that our examinations didn’t mean anything to 
them, the condition here was such that there wasn’t the spirit among 
the employees that would get the best results, the same spirit that 
didn’t exist between the collector and his top brass, and the supervisors. 

Mr. Kran. You told this to Mr. Schoeneman ? 

Mr. McKenney. Yes, sir. 

Mr. Kean. You told Mr. Schoeneman that people had said that the 
exumination did not mean anything, and that the employees should 
not cooperate. Who told the employees not to cooperate / 

Mr. McKenney. I would like to make it clear that I don’t recall 
exactly what I said to Mr. Schoeneman, but Mr. Schoeneman was 
told on several occasions that this was an uncooperative office, was not 
a good office, and it was generally known for some years that it 
wasn’t, even as long ago as my predecessor was there, I believe before 
I came out here. I have seen a letter that was in Mr. Gullickson’s 
files and I could not put my finger on it at the present time, that this 
office in his opinion was never a good office. 

Mr. Kean. Washington knew then for 15 years that this office was 
not functioning properly / 

Mr. McKenney. Yes, sir. 

Mr. Kean. And you do not know who it was, which one of the high 
officials of the collector’s oflice here told the employees not to co- 
operate? 

Mr. McKenney. I have a statement here from my principal as- 
sistant : 

During June or July 1950, I had occasion to discuss operational program in 
San Francisco. It was necessary for me to contact Collector Smyth, and after 
completing the discussion I concluded that I should endeavor to find out why 
the supervisors were more or less looked at with contempt in the San. Fran- 
cisco office by him and his top personnel. He stated that our examinations were 
not based on fact and that we made mountains out of molehills and in 
general spoke very disparagingly about the examinations, with particular ref- 
erence to the personnel section of the report. Later the same day I brought 
the subject up with Mr. Doyle, and he informed me that insofar as the exami- 
nations concerned him, they did not mean a god-damned thing and did not 
bother him a damn bit, or words to that effect. He also mentioned the person- 
nel section of the report and indicated that some of the key personnel were 
almost ready to quit because of our criticisms of their capability. They both 
were very vehement in their criticism of the reports. 

Mr. Kean. And this statement was made by Paul V. Doyle, who 
was chief office deputy assistant collector ? 

Mr. McKenney. He was chief oflice deputy, but he had all of the 
powers of assistant collector, all of the authority. 

Mr. Kean. That is, you found that the authority had been given 
to him even though there may have been somebody else nominally 
in charge? 

Mr. McKenney. Yes, sir. 

Mr. Byrnes. Washington knew that this was a bad office for at 
least the last 10 years; did they not? 

Mr. McKenney. Yes, sir. 

Mr. Byrnes. And you are acquainted with the situation ever since 
1936 here ? 

Mr. McKenney. Since 1935, the spring of 1935. 
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Mr. Byrnes. Is there any evidence that Washington ever took a: 
action to correct the situation that was being brought to their atter 
tion ? 

(No response. ) 

Mr. Byrnes. Up until just recently ? 

Mr. McKenney. There may be a lot of evidence where that e\ 
possibly would see. 

Mr. Byrnes. What I mean is have you seen anything that has be« 
done from the Washington level to correct the situation of which y: 
have complained, and conditions which have been brought to Was! 
ington’s attention ? 

Mr. McKenney. No, sir. It would take a major operation and 
have not seen such a thing. 

Mr. Currts. In that connection, there never was a major shake-u) 
here until after the alleged Doolan letter, and wild Wednesday, an 
a few other happenings around here, is that not right 

Mr. McKenney. Yes, sir, that is true. 

Mr. Curris. In due course to whom would your reports be ad 
dressed ? 

Mr. McKenney. The Deputy Commissioner in Charge of <A: 
counts and Collection Division, who is at the present time Mr. L. H 
Cross. 

Mr. Curtis. How long has he been Deputy Commissioner? 

Mr. McKenney. He has been Deputy Commissioner, I guess, about 
4years. That is just a guess. 

Mr. Curtis. Who was his predecessor ? 

Mr. McKenney. Paul A. Hankins. 

Mr. Curtis. Both of those men are still in the service ¢ 

Mr. McKenney. Yes,sir. Paul A. Hankins is supervisor in charg: 
of the Atlanta district. 

Mr. Currts. Where is the first mentioned individual ? 

Mr: McKenney. Mr. Cross? 

Mr. Curtis. Yes. 

Mr. McKenney. In Washington. 

Mr. Curris. He is the current deputy ¢ 

Mr. McKenney. Yes, sir. 

Mr. Curtis. Who was Hankins’ predecessor ? 

Mr. McKenney. Mr. Victor H. Self, who is now Deputy Commis 
sioner in Charge of the Employment Tax Division. 

Mr. Curtis. Who was his predecessor ? 

Mr. McKenney. I believe Mr. Schoeneman. 

Mr. Curtis. That is George Schoeneman, who later becam: 
Commissioner ? 

Mr. McKenney. Yes, sir. 

Mr. Curtis. And was Commissioner up until a few months ago? 

Mr. McKenney. Yes, sir. 

Mr. Curtis. And he was the one who held this office to whom t! 
reports were made that you mentioned awhile ago in connectio! 
with some information getting back here concerning your report ? 

Mr. McKenney. That is true. 

Mr. Curtis. That is all, Mr. Chairman. 

Chairman Kina. Proceed, Mr. Counsel. 

Mr. DeWinp. Mr. McKenney, you have read from a letter to you 
from your assistant. Who is that, Mr. Blote? 

Mr. McKewney. Yes, sir. 
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Mr. DeWinv. Written to you in 1950? 

Mr. McKenney. It was first reported to me in 1950, but I didn’t 
have it here with me, and I thought I should have it, so I asked him 
to give me a memorandum which he did yesterday. 

Mr. DeWinp. This is a memorandum that he has just now pre- 
pared for you, summarizing the report he made to you in 1950? 

Mr. McKenney. Summarizing an incident that occurred in 1950 
which I believe he made a report to me of, which I probably have. 
I recall it, anyway. 

Mr. DeWinxp. Mr. Chairman, do you wish to make this report from 
Mr. Blote to Mr. McKenney a part of the record at this point? 

Chairman Krve. I believe it should be. Without objection it is so 
ordered. 

(The letter is as follows:) 

FEBRUARY 7, 1052 
Mr. STANLEY V. McKENNEY, 
Supervisor in Charge, San Francisco, Calif. 

My Dear Mr. MCKENNey: In accordance with your request I am submitting 
another report with regard to statements made to me by Collector Smyth 
and Chief Office Deputy Doyl. A report was made to you at the time, but as 
the file is in Los Angeles, I am submitting another report on the subject for 
your information. 

During June or July 1950 I had occasion to discusse the “operational cost” pro- 
gram in San Francisco. It was necessary for me to contact Collector Smyth 
and after completing the discussion I concluded that I should endeaver to find 
jut why the supervisors were more or less looked at with contempt in the 
San Francisco oftice by him and his top personnel 

He stated that our examinations were not based on fact and that we made 
mountains out of mole-hills and in general spoke very disparagingly about the 
examinations, with particular reference to the personnel section of the report 
Later the same day, I brought the subject up with Mr. Doyle. He informed 
me that insofar as the examinations concerned him, they did not mean a god- 
damn thing and did not bother him a damn bit, or words to that effect. He 
also mentioned the personnel section of the report and indicated that some of 
the key personnel were almost ready to quit because of our criticism of their 
apabilities. They both were very vehement in their criticism of the reports. 

Supervisor Hovarter was present during these conversations. 

Respectfully submitted. 

FRANK L. BLote, 
Supervisor of Accounts and Collections 


Mr. DeWinp. After July of 1950, Mr. McKenney, did you ever 
ave occasion to make any reports orally or by letter to Deputy Com- 
missioner Cross concerning conditions in San Francisco? 

Mr. McKenney. On June 28, 1950, I made a report, personal and 
onfidential, to Mr. Cross. 

Mr. DeWinp. Is that a lengthy report or letter? 

Mr. McKenney. No. The only part you gentlemen would be in- 
terested in, I am sure, is contained in one paragraph, maybe three 

wagraphs. Would you like me to read them ? 

Mr. DeWrnp. If you would, please. 

Mr. McKenney (reading): 

I am sure you are familiar with the San Francisco situation. I remember 

ling Paul Hankins and on the occasion of my only visit with Commissioner 

nan in his office that in San Francisco they like to run their business strictly 

their own and are inclined to be very sensitive and inquisitive insofar as 
e activities of supervisors are concerned. This condition has existed for many 
ears and if you were to refer to correspondence between the Bureau and Mr. 
Gullickson many years back you would find such a condition existed then. When 
I first came out here John V. Lewis tried to make it clear to me that they were 
ery critical of supervisors 
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I am sure we are all generally liked in this division and no one, including Jin 
Smyth or any of his staff, can say that we haven’t tried to work with them. 
taking into consideration all of the peculiarities and desires which must ly 
considered in dealing with an organization like they have in San Francisco. 

I would not have thought anything about this had not Frank Blote men 
tioned a few things to you which I was afraid might unduly worry you. It 
anything in this connection is worrying you, I hope you will let me know or 
if there is anything that you could tell me which you think might be helpful 
that too would be appreciated as we (the other supervisors and I) like yourself, 
are interested in getting the best results for our efforts and in this division [ 
think I have 100 percent loyalty and good cooperation from my assistants. 

Chairman Kine. To whom is this letter directed, and from whom ? 

Mr. McKenney. Mr. Cross, by me. 

Mr. DeWinp. Mr. McKenney, I think you said it was a letter of 
June 28, 1950, addressed by him to Mr. Cross. 

You have read a portion of that letter, Mr. McKinney. Is there 
any other part of the letter that relates to conditions in San Francisco, 
or does the rest of the letter relate to other matters ? 

Mr. McKenney. The rest of it is entirely personal and confidential, 
and I would like very much to delete the rest of it, if I may. 

Mr. DeWinp. Does the rest of it relate entirely to personal matters / 

Mr. McKenney. Yes, sir. 

Mr. DeWrnp. Mr. Chairman, is there any objection? 

Chairman Krvne. Is there any objection? 

Mr. Byrnes. What do you mean by personal? Do they relate to 
the operation of the office or the activities of the supervisor ? 

Mr. McKenney. No, they refer to a visit that he made out here. I 
think it is all right. You can have the whole letter copied. It will 
do no harm. 

Mr. Kean. Let us look at it. 

Mr. Byrnes. Let us look at it first, and then we will see if there 
is any need. 

Mr. Curtis. Mr. Chairman, while that is going on, T just wanted 
to add something to my observation a bit ago. I made reference to 
the so-called bill of particulars by Mr. Doolan, and the activities on 
wild Wednesday, and so on. I would like to also have the record show 
that the activities of this committee in Washington and elsewhere, 
I believe, had a very wholesome effect on the course of events out 
here, and as a Nebraskan, I do not want to let go unnoticed the out 
standing work of Mr. William Burkett, who has brought a numbe 
of these things to light, and whose service for the Bureau of Interna! 
Revenue is outstanding. I think he has rendered one of the most 
outsanding public services that has been rendered any place. 

Mr. Kean. Mr. McKenney, I note in this letter that you say to Mr. 
Cross, to whom this letter was written, who was Deputy Commissioner 
of Accounts and Collections, Bureau of Internal Revenue: 


The last day in San Francisco I wanted to get you away from Malone lot 
enough to see if you had anything particular on your mind * * 


Are you referring to Mr. John Malone or Mr. William Malone? 

Mr. McKenney. Mr. John Malone. In the office Mr. Malone, or 
rather it was very difficult to see Mr. Cross because Mr. Malone was 
showing him about the office and not through any desire of Mr. Cross 
particularly, 1 am sure, but Mr. Malone was with him most of thi 
time. And he was here only a short time and I couldn’t get to see 
him. 
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Mr. Kean. Mr. Malone just took charge of him and saw that per- 
haps other people did not have the opportunity to see him? ° 

Mr. McKenney. Yes, that is exactly the situation. 

Mr. Kean. Mr. Malone was not the top man in the office by any 
means, legally, was he? P 

Mr. McKenney. No. 

Mr. Kran. Why should he be the man that would have charge of 
Mr. Cross when he came over? 

Mr. McKenney. He was with the others, of course. He was with 
the collector. He was also with Mr. Doyle. But I believe he was with 
Mr. Malone quite a bit, because Mr. Malone was showing off the IBM 
set-up, which was new here. That is this rather colorful installation 
of International Business Machines equipment, and that had some- 
thing to do with it, I believe. 

Mr. Kean. Mr. Malone was very influential in this office, was he not? 

(No response. ) 

Mr. Kran. Mr. John Malone, I mean. 

Mr. McKenney. He was very close to the collector, he and Mr. 
Doyle. ‘They were all very close. I am sure he had plenty of influence. 

Mr. Kean. He had much more influence than his job would ordin- 
arily call for’ 

Mr. McKenney. He had so much influence that he usurped the 
duties and responsibilities of the Chief of the Income Tax Division 
and there was nothing the Chief of the Income Tax Division coul 
do about it. 

Mr. Kean. Would you say that the office was run by the three of 
them, Mr. Doyle, Mr. Malone and Mr. Smyth? 

Mr. McKenney. That would be a fair statement. 

Mr. Kean. A triumvirate. 

Mr. DeWrnp. Did you ever report to Mr. Cross on the condition of 
the office regarding Mr. Malone that you have just described? 

Mr. McKenney. Yes, sir. I have a letter here. I reported in one 
of the examination reports that Mr. McCarthy, the Chief of the Income 
Tax Division, was bypassed. 

Mr. DeWrnp. That is, you reported to Mr. Cross in the personnel 
section ¢ 

Mr. McKenney. Yes. In our official report in the personnel sec- 
tion. In checking the report and in inquiring into the facts reported, 
I was asked for an explanation of that, why it was so. 

Mr. DeWinp. Just a minute, Mr. McKenney. Can you specify 
which annual report contained the statement that Mr. McCarthy had 
been bypassed 4 

Mr. McKenney. I think there were several of them. 

Mr. DeWrnpv. Which was the most recent report prior to your being 
asked to explain the situation ? 

Mr. McKenney. The one in question was for the period July 31, 
1949 to Mav 31, 1950 

Mr. DeWrnp. In that report, then, you reported that Mr. McCarthy 
had been bypassed by Mr. Malone? 

Mr. McKenney. Yes, sir. 

Mr. DeWrnp. Then you said vou were asked to explain that situa- 
tion, and you did so. 

Mr. McKenney. I did so in a letter to Mr. Cross marked confiden- 
tial, dated December 5, 1950. 
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Mr. DeWrnp. Could you read that letter, please, Mr. McKenney ? 

Mr. McKenney. It is quite a lengthy letter. 

Mr. DeW inp. Could you read the relevant portions and then we can 
make the letter part of the record. 

Mr. McKenney. (reading) : 


Reference is made to your letter, dated October 31, concerning report of ex 
amination of the Collector's office at San Francisco, Calif., for the period July 81, 
1949, to May 31, 1950, inelusive. You request such information as I may have 
bearing on the reason for the situation which makes it difficult to evaluate the 
ability of the Chief of the Income Tax Divi ion 

You will note that this or similar statement has been made in evaluating Mr 
MeCarthy in each of the last five examination reports, commencing with the 
report for the period ending July 31, 1947. Mr. McCarthy was promoted from 
the position of Special Zone Deputy to Assistant Chief of the Income Tax Division 
November 16, 1939, by Clifford C. Anglim, Collector. The first reference to Mr. 
McCarthy and his qualifications appeared in the report for the period ending 
September 30, 1940 in which the following statement is made: 

“Mr. McCarthy probably merited this promotion” (to Assistant Chief of the 
Income Tax Division) “by reason of his good record and it is hoped that as he 
becomes more familiar with office procedure he will develop into an able executive 
which is needed in this division due to the limited ability of the Chief.” 


That was Mr. DeWitt. 


rhe statements regarding Mr. McCarthy were made by me personally or had 
my approval after I sueceeded Mr. Gullickson as supervisor in charge; therefore, 
I am making reference to them rather than depending on my memory. 

In report of examination for the period ending May 31, 1941, I stated that, “He 
has been slow to familinrize himself with the work and to assume the responsi 
bilities of the position.” 


This is Mr. McCarthy. 


In the next examination (period ending March 31, 1!42) I stated: “His prog 
ress has not met expectations.” And the same statement appears in the next 
examination which was for the period ending November 30, 1942. 

In the next report (July 31, 1943), in addition to referring to the very capable 
perfor nee of his duties in this Field Division before his promotion, I stated that 
he * * has only a general knowledge of his duties, but is probably putting 
forth his best efforts.’ 

In the report of examination of August 31, 1944, we gave Mr. McCarthy a little 
break. He had since the previous examination succeeded Mr. Robert H. DeWitt, 
deceased April 25, 1944. In that report we stated: 

He has not held his present position sufficiently long for the supervisors to 
appraise his work; however, he is most desirous of doing a good job and appears 
to have the confidence of his employees.” 

Hon. Harold A. Berliner was then Collector and to fill the MeCarthy vacancy 
Mr. John A. Ma , then Assistant Chief of the Miscellaneous Tax Division, 
was promoted to the position of Assistant Chief of the Income Tax Division 
effective May 16, 1944 

In the next report of examination (September 30, 1945) we stated about Mr 
McCarthy: 

tive with the supervisors but is handicapped becanse the C 
to have more confiden in the Assistant Chief than in M1 
Of Mr. Malone in this report we stated: 

Mr. Malone’s knowledge of office procedure is very limited and his qualifica 
, this position are questionable, but he does appear to have the full 
of Collector Smyth.” 

Smyth succeeded Mr. Berliner May 14, 1945 

\ mination, August 31, 1946, of Mr. McCarthy we state: 

as Chief of the Income Tax Division hes not been especi: 

he is industrious and anxious to perform his duties to the bes 

He is cooperative with the Supervisors but his handicapped be 
ise f or PCtor ppears t have more confidence in the Assistant Chief 
than in Mr. McCarthy.” 

Of Mr. Malone we state: 
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“There appears to be friction between Mr. McCarthy, Chief of the Income 
Tax Division, and Mr. Malone and because the Collector and Chief Office Deputy 
have more confidence in Mr. Malone the value of the combination of Chief and 
Assistant Chief is lost, as Mr. McCarthy does not appear to be in a position where 
he can render the best services.” 

In the next report (July 31, 1947) of Mr. McCarthy we made a statement 
that we have made in every subsequent report: 

“As a result of the bypassing of the Chief of this division it is difficult to 
evaluate his ability.” Of Mr. Malone we state in part: 

“Mr. Malone seems to wish to cooperate with the supervisors and has some 
ability.” 

In our last examination report, you will note that we give considerable credit 
to Mr. Malone, the Assistant Chief, for improving the work of the division. 


Mr. Malone at that time had shown enough desire to cooperate with 
us so we felt we should recognize it. 


Probably one of the best explanations of this situation, briefly stated, is that 
Mr. Malone is particularly aggressive due in no small part to the confidence 
which the Collector has in him, influenced probably to some extent by the fact 
that Mr. Malone is a brother of William A. Malone, prominent in Democratic 
circles in California and until recently State chairman of the Democratic com- 
mittee, and the fact that Mr. McCarthy does not feel that it would be to his 
advantage to dictate to Mr. Malone. Mr. Malone, for his part, has not exhibited 
to the supervisors a desire to assist Mr. McCarthy or participate in the relation- 
ship expected between an assistant and his superior. 

Mr. DeWrnp. Mr. Chairman, may this letter be put in the record 
at this time? 

Chairman King. Without objection, it is so ordered. 

On that point, all but the first part of the letter to Mr. Cross would 
be pertinent, and it is ordered to be placed in the record at this point. 

(The letter to Mr. A. H. Cross dated June 28, 1950, is as follows :) 


The last day in San Iran » I wanted to get vou away from Malone long 
enou-h to see if you had anyth ng particular on your mind, but ntentod my-velf 
with the hope that you had had a good visit and in the event there was anything 
important that you wished to ask me about you would feel free to do so 

I am sure you are familiar with the San Francisco situation. I remember 
telling Paul Hankins and on the occasion of my only visit with Commissioner 
Nunan in his office that in San Francisco they like to run their business strictly 
on their own and are inclined to be very sensitive and inquisitive insofar as 
the activities of supervisors are concerned. This condition has existed for 
many years and if you were to refer to correspondence between the Bureau 

nd Mr. Gullickson many years back you would find such a condition existed 

en. When I first came out here John V. Lewis tried to make it clear to me 
that they were very critical of supervisors. 

I am sure we are all general!y liked in this division and no one, including Jim 
Smyth or any of his staff, can say that we haven’t tried to work with them, 
aking into consideration all of the peculiarities and desires which must be 

nsidered in dealing with an organization like they have in San Francisco 

I would not have thoucht anything about this had not Frank Blote mentioned 
i. few things to you which I was afraid micht unduly worry you. If anything in 

iis connection is worrying you, I hope you will let me know or if there is 

nything that you could tell me which you think might be helpful, that too 

uld be appreciated as we (the other supervisors and I), like yourself, are 

nterested in getting the best results for our efforts and in this division I think 
ve 100 percent loyalty and good cooperation from my assistants 


(The letter addressed to Mr. A, H. Cross, dated Decembe he 1950, is 
as follows:) 


My DeAr Mr. Cross: Reference is made to your letter (A & C |: R), dated 
October 31, concerning report of examination of the collecton office at San 

anciseo, Calif., for the period July 31, 1949, to May 31, 1950, inclusive. You 
request such information as I may have bearing on the reason fo ! ’ 

hich makes it difficult to evaluate the ability of the Chief of 1 nee Tax 
Division 
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You will note that this or similar statement has been made in evaluating Mr. 
McCarthy in each of the last five examination reports, commencing with the 
report for the period ending July 31, 1947. Mr. McCarthy was promoted from 
the position of Special Zone Deputy to Assistant Chief of the Income Tax Division 
November 16, 1939, by Clifford C. Anglim, Collector. The first reference to Mr. 
McCarthy and his qualifications appeared in the report for the period ending 
September 30, 1940, in which the following statement is made: 

“Mr. McCarthy probably merited this promotion” (to Assistant Chief of the 
Income Tax Division) “by reason of his good record and it is hoped that as he be- 
comes more familiar with office procedure he will develop into an able executive 
which is needed in this division due to the limited ability of the Chief.” 

The statements regarding Mr. McCarthy were made by me personally or had 
my approval after I succeeded Mr. Gullickson as supervisor in charge; there- 
fore, | am making reference to them rather than depending on my memory. 

In report of examination for period ending May 31, 1941, I stated that “He 
has been slow to familiarize himself with the work and to assume the responsi 
bilities of the position.” 

In the next examination (period ending March 31, 1942) I stated: “His prog- 
ress has not met expectations.” And the same statement appears in the next 
examination which was for the period ending November 30, 1942. 

In the next report (July 31, 1943), in addition to referring to the very capable 
performance of his duties in the Field Division before his promotion, I stated 
that he “* * * has only a general knowledge of his duties, but is probably 
putting forth his best efforts.” 

In the report of examination of August 31, 1944, we gave Mr. McCarthy a little 
break. He had since the previous examination succeeded Mr. Robert H. De- 
Witt, deceased April 25, 1944. In that report we stated: 

“He has not held his present position sufficiently long for the supervisors to 
appraise his work ; however, he is most desirous of doing a good job and appears 
to have the confidence of his employees.” 

Hon. Harold A. Berliner was then Collector and to fill the McCarthy vacancy 
Mr. John A. Malone, then Assistant Chief of the Miscellaneous Tax Division, was 
promoted to the position of Assistant Chief of the Income Tax Division effective 
May 16, 1944. 

In the next report of examination (September 30, 1945) we stated abont Mr. 
McCarthy : 

“He is cooperative with the supervisors but is handicapped because the Col- 
lector appears to have more confidence in the Assistant Chief than in Mr 
Met ‘arthy.” 

Of Mr. Malone in this report we stated: 

“Mr. Malone’s knowledge of office procedure is very limited and his qualifica 
tions for this position are questionable, but he does appear to have the full 
confidence of Collector Smyth.” 

Collector Smyth succeeded Mr. Berliner May 14, 1945. 

In the next examination, August 31, 1946, of Mr. McCarthy we state: 

“His record as Chief of the Income Tax Division has not been especially im- 
pressive, but he is industrious and anxious to perform his duties to the best of 
his ability. He is cooperative with the Supervisors but is handicapped because 
the Collector appears to have more confidence in Assistant Chief than in Mr. 
McCarthy.” 

Of Mr. Malone we stated: 

“There appears to be friction between Mr. McCarthy, Chief of the Income Tax 
Division, and Mr. Malone and because the Collector and Chief Office Deputy have 
more confidence in Mr. Malone the value of the combination of Chief and Assistant 
Chief is lost, as Mr. McCarthy does not appear to be in a position where he can 
render the best services.” 

In the next report (July 31, 1947) of Mr. McCarthy we make a statement that 
we have made in every subsequent report: 

“As a result of the bypassing of the Chief of this division it is difficult to 
evaluate his ability.” 

Of Mr. Malone we state in part: 

“Mr. Malone seems to wish to cooperate with the supervisors and has some 
ability.” 

In our last examination report you will not that we give considerable credit 
to Mr. Malone, the Assistant Chief, for improving the work of the division. 

Probably one of the best explanations of this situation briefly stated is that Mr. 
Malone is particularly aggressive due in no small part to the confidence which 
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the collector has in him, influenced probably to some extent by the fact that Mr. 
Malone is a brother of William A. Malone, prominent in Democratic circles in 
California and until recently State chairman of the Democratic committee, and 
the fact that Mr. McCarthy does not feel that it would be to his advantage to dic- 
tate to Mr. Malone. Mr. Malone, for his part, has not exhibited to the super- 
visors a desire to assist Mr. McCarthy or participate in the relationship ex- 
pected between an assistant and his superior. 

I realize that you have copies of all these reports to which I have referred 
put I quoted from them to assemble a sort of chronological progress report from 
the records so that the facts could be presented as we saw them when the reports 
were prepared. 

Because of Mr. Malone’s aggressiveness and industry he is closer to the work 
than is Mr. McCarthy and for that reason he would probably make a better Chief 
of the Income Tax Division than Mr. McCarthy; however, in Mr. McCarthy’s 
defense it may be stated that were he given more encouragement and help in the 
performance of his duties, which is not expected, he might prove to be a fairly 
good Division Chief 

I will see that all actions request in your letter are taken and conditions 
noted during the last examination will be closely followed. Your statement 
that the Chief Office Deputy and the Chief of the Income Tax Accounts Section 
should be complimented on the improvements observed during the examination 
is also noted and will be conveyed to them and to Collector Smith 

At the time of the next examination, which is scheduled for May 31, 1951, I 
will report on the office’s progress on the matters to which you called attention. 

Mr. DeWinpb. Mr. Chairman, I have no further questions. 

Mr. Byrnes. Mr. McKenney, as I understand it, in your examina- 
tions of this San I rancisco office, vou clic find existing for some con- 
siderable period of time a chain of command for the administration of 
the office which varied from the general table of organization, is that 
correct ¢ 

Mr. McKenney. Yes, sir. 

Mr. Byrnes. And that was reported to Washington ? 

Mr. McKenney. Yes, sir. In these letters here, there was the pe- 
culiarity of bypassing the Chief of Income and the peculiarity of by- 
passing the assistant collector. Those were two outstanding cases. 

Mr. Byrnes. In your examinations, did you ever find undeposited 
checks in the desks or in the hands of various personnel in the office 
that had been held for some period of time ? 

Mr. McKenney. Not to any serious extent that I can recall. We 
did make it a practice, however, of examining the desks of field 
deputies when we made an examination. We did not examine com- 
pletely all desks, vaults, and files of everyone, including the collector 
and his top assistants. 

Mr. Byrnes. Did you check the situation as it existed with regard 
to Mr. Boland and Mr. Doyle and their possession of checks and 
records that had been held for some period of time ? 

Mr. McKenney. Do you mean before this last situation came up 
where there were so many filed ? 

Mr. Byrnes. Yes, that is right. 

Mr. McKenney. No, we would not expect to find them in the possess- 
sion of those two employees, and it was not mandatory that we check 
all of the desks every time we made an examination. It is now. 

Mr. Byrnes. Now vou are doing it? 

Mr. McKenney. Yes, sir. and we are augmenting our staff te the 
extent of about double. Iam in a recruitment program now. So at 
the start of every examination, we will thoroughly check the contents 
of all desks, vaults, and files. 
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Mr. Byrn S. Did you make a che k as to whether or not the peopl 
in the office were doing the job that was called for under their classifica 
tion under civil service? 

Mr. McKenney. We are required to do that now as a result of tli 
Classification Act of 1949, and on my staff is a very well-trained man 
on civil-service standards and classification work. 

Before this, but for this examination that has been in progres 
for some time, we would have made our survey to see that all em 
plovees are doing the job that they are sup posed to do, and that ea 
one has a proper job de scription, and everything i is in prepar: ation Kap 
post-audit by a service position classifiers which will be made 
rather belatedly, but will be made some time this year. 

Mr. Byrnes. Of this office. 

Mr. McKenney. Yes, sir. 

Mr. Byrnes. Will it be made of other offices, also / 

Mr. McKenney. It has already been made in my other four offices 
That will straighten out any maladjustments or any misassignments 
It has been permissible to assign people for a period up to 120 days 
on work other than their regular Job in case of emergency, and there 
have been many emergencies in all collectors’ offices due to filing periods 
and shortage of help, and so forth, 

Mr. Byrnes. You testified that you did make reports for instance on 
Mr. Malone and Mr. McCarthy, and their relative positions in the chair 
of command, and the oper ations that they were performing. 

Mr. McKenney. Yes. 

Mr. Byr NES, Did you make similar reports on Mr. Doyle, for In 
stance, who, it is my understanding, was chief office deputy but wa 
carrying out the fune tions hag the assistant collector / 

Mr. McKenney. Yes, sir: we made those. 

Mr. Byrnes. Who was 4 Nickell, and thereby bypassing M1: 
Nickell. Do you have a similar report on that situation / 

Mr. McKenney. Yes, sir. 

Mr. Byrnes. I wonder if you could read that ? 

Mr. 1 M Kenney. In many of the reports that you have copies of, you 
will find that I do call attention to that, but it so happens that | did 
not in the only copies of one that I have here. 

Mr. Byrnes. I did not quite hear you. 

Mr. McKenney. In several copies of our reports, that is brought 
out, the same as I brought it out between Mr. McCarthy and Mi 
Malone, but in the last report that we made, it happens that I did not 
mention that. 

Mr. Byrrvxes. You do not have a summary statement covering that 
situation which is similar he summary statement you just gave | 

th vard to Mr . Mal Lorne and \Ir. MeCarthy f 

Mr. McKenney. I was not asked for it because I am sure the Burea 
understood that much more clearly than they understood this M« 
Carthy and Malone situation. 

Mr. Byrnes. Thev were fully acquainted w ith the og situatior 

Meck or y. Very definitely, because of one reason. Wheneve 

e collector, either Mr. Berlir er or Mr. Smyth Was away, Mr. Doy! 
not Mr. Nickell, was made deputy in charge. It was a well-know 
fact at the Bureau what the situation was. 

Mr. Curris. What do you mean in the Bureau? Here in Sa 
Francisco or Washington ? 
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Mr. McKenney. No. sir. I refer to the Bureau as the Washingtor 
headquarters. 

Mr. Byrnes. What explanation was there for the continuance of 
Mr. Doyle bypassing Mr. Nickell and taking over the duties of Mr. 
Nickell ¢ 

Mr. McKenney. The only reason that I know of for it was that 
ne had more col fider ein Mr. Doyle and he wished it that Wiy, i 


that is the way it wa t have mentioned several jobs for Mr. Nickel] 
to relieve Mr. Dovle of some of the duties that he a meer so that 
we could get better ction, for ex: mple, on Bureau corre spondence 
that was very se ldom curre? Some of t he duties th it were properly 
attributable to the assistant collector T reconimended he given to the 


assistant collector, but it was never done, and there was no reason given 
for it. 

Mr. Byrnes. Did you find that Mr. Nickell was carrying out 
function under the table of organization ? 

Mr. McK NNEY. That he should as assistant ‘oll ctor? 

Mr. Byrnes. Yes. 

Mr. McKenney. Mr. Nickell, I believe, had just about complete 
harge of matters pertaining to space and equipmen it and other a 
onments which were given him from time to time. He was consulted 
vy the technical men, tax men, for his very exce vellent knowledge = 
faxes, especially income taxes, He wa 1 very el] x ‘cup! ied offi 
surprising as it may seem, and very helpful to the organization at a 
mes, 

Mr. Byrnes. You do not feel that this system that was devised her 
resulted in a waste of manpower ¢ 

Mr. McKenney. I don’t feel that way. I think he is an excellent 
evenue man anda very valuable revenue official. 

Mr. Byrnes. Was he carrying out the functions which would tak 
full advantage of his knowledge and ability and value ¢ 

Mr. McKenney. No, sit 

Mr. Byrnes. That is what I mean 

Mr. McKenney. No 

Mr. BYRN! Ss. kum dan el tally, therefore, you had a waste of mat 

wer and ability ¢ 

Mr. McKenney. He would not probably be graded; no, he would 


any 


ii 
} ] 


1] 


t be graded as high for what he ictually hi 1 under that plan. 
rough no fault of his, of course } 
Mr. Byrnes. That is right. 

Mr. McKenney. 1 a pable, however, of performing all of 


‘ lvties in an excelle ‘nt nanner 
Mr. Kean. When vou mention that the collector had more confid 
Mr. Doyle and Mr. Malone, h is not a question of more confidence 
their ability, it was the fact that they ha cate come ‘e that M2 
Malone and Mr. Doyle wo id handle matters in the w: ay that the 
lector wanted. 
oo McKrnney. Yes: that is true. 
* KEAN. That is what you mean by more confidence. 
3 McKenney. Undoubtedly. 
Mr. Kroon. Mr. McKenney, 1s it difficult to remove one who is the 


ef of | clivision or Gepury chief of a division who has civil Sery 1c¢ 


eres 
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Mr. Kroen. Let us forget any individuals now. Iam talking to you 
generally. Is it difficult to remove one ? 

Mr. McKenney. From the service? If the facts are proven to the 
satisfaction of the Civil Service Commission, and the action is proc- 
essed through proper channels, it can be done. 

Mr. Keocu. I know it can be. I am asking you if it is an easy task 
or one that requires the expenditure of considerable time and effort. 

Mr. McKenney. In my opinion, it is a rather difficult thing to do. 
It is net done often enough to really prove the point. 

Mr. KrocuH. So that it is possible that a collector might have the 
chief of a division in whose ability or capabilities he might have some 
question, and rather than go th rough the troublesome and somewhat 
protracted proceeding to effectuate his removal from his civil-service 
place, the collector would come to rely more on the deputy chief of the 
division. Have you seen instances of that? 

Mr. McKenney. I have heard collectors state that it is impossib le to 
fire a ny be uly ,and when he has made that statement, I have questione “| 
1C. 

Mr. Keogu. You have questioned it, because you know that there 
is machinery to accomplish that ¢ 

Mr. McKenney. [If it can be substantiated. I have not so little re 
gard for the Civil Service Commission that I believe it is impossible 
to fire someone who is utterly incompetent. 

Mr. Keoeu. I doubt that anybody would disagree with that last 
statement of yours. 

Mr. Curtis. Mr. McKenney, as supervisor, did you supervise the 
work of ¢: ashie rs 

Mr. McKenney Yes. 

Mr. Curris. Do you know the situation about the cashier, Mr. 
Thompson, over at Stockton ? 

Mr. McKenney. I did not have anything to do with that particular 
situation. 

Mr. Curtis. But you know there was a situation over there? 

Mr. McKenney. Yes. 

Mr. Curtis. And he defaulted in his accounts, is that not true? 

Mr. McKenney. I am not too familiar with that. The procedure 
at the present time is to immediately report that to the Special Intelli- 
gence Office. They make the investigation and we have very little to do 
with cases of that kind since we have a separate unit that takes care of 
those matters, 

Mr. Curtis. That is all. 

Chairman Kine. Proceed, Mr. Counsel. 

Mr. DeWrnp. I have no more questions, Mr. Chairman. 

Chairman Kine. Very well, then, Mr. McKenney, the committee 
appreciates your testimony, and I can assure you it has been most 
constructive and helpful. You are excused. 

T he conmimittee will how stand in recess until 2: 30 p- m. 

(Whereupon, at 11: 50a. m., a recess was taken until 2: 30 p. m., this 
day.) 

AFTERNOON SESSION 


Chairman Kirxe. Mr. Doolan, will you come forward ¢ 


Will you be sworn, please, Mr. Doolan ? 
Do you solemnly swear that the testimony you will give will be the 


truth, the whole truth, and nothing but the truth, so he ‘Ip you God! 
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Mr. Doonan. I do. ' 
Chairman KING. Identify yourself for the record. 


TESTIMONY OF THOMAS DOOLAN, DEPUTY COLLECTOR OF 
INTERNAL REVENUE, SAN FRANCISCO, CALIF. 


Mr. Dootan. My name is Thomas Doolan, deputy collector of in- 
ternal revenue. 

Mr. Byrnes. Speak up so the committee can hear you. 

Mr. Doonan. My name is Thomas Doolan, deputy collector of in- 
ternal revenue. 

Mr. DeWinv. Mr. Doolan, were you the author of a letter to Sen- 
ator Tobey that has come to be referred to as the “Bill of particulars” 
or the “Tobey letter?” 

Mr. Dootan. I was, sir. 

Mr. DeWInp. Do you have a copy of that letter with you! 

Mr. Dooian. No, sir; I do not. 

Mr. DeWrnp. Did you not retain a copy of the letter at the time 
you sent it? 
~ Mr. Dootan. I had a copy, sir, but I have been unable to find it. 

Mr. DeWinpv. Mr. Doolan, can you describe what the letter consisted 
of, together with an enclosures that were in it? 

Mr. Dooian. There were certain allegations. They weren't charges, 
they were allegations of possible misconduct in the collector’s oflice, 
first district of California. There were also some suggested pro- 

edures that might be utilized by either the Kefauver committee or 
Senator Tobey to determine the truth or falsity of the allegations. 

Mr. DeWinp. Was there anything else contained in the letter, Mr. 
Doolan ? 

Mr. Dootan. In what respect, sir? 

Mr. DeWinp. Let me show you what purports to be a typewritten 
copy of a letter to Hon. Charles Tobey, Senate Office Building, Wash- 
neton. D. C.. which bears no date. 

Mr. Dootan. The copy I sent in was dated March 9, to the best of 
my recollection. It was marked “Personal” above his name. 

Mr. DeWrnp. It was dated March 9, 1951? 

Mr. Doonan. 1951. Above his name was “personal” and it was 
signed by me. 

Mr. DeWrnp. Let me show you this typewritten undated, unsigned 
document, and ask you if with the exception of the lack of the date and 
the lack of your signature, whether it is a copy of the letter that you 
sent to Senator Tobey. 

Mr. Doonan. Yes, as to the context, that would be the letter, sir. 

Mr. DeWrnpv. Mr. Doolan, let me show you copies of three docu- 
nents, one 3 which purports to be a letter dated San Francisco, Calif., 
March 9, 1951, addressed to Senator Tobey. This copy bears no signa- 
ture; with it are two other documents, one entitled, “Bill of Partic- 
ilars” and the other “Office of the Collector, Bureau of Internal Rev- 
enue, United States Treasury Department, First District of Cali- 
fornia,” which start out, “Administration, Chain of Command,” and 
isk you whether these are copies of the material that you sent to Sen- 
itor Tobey. 

Mr. Krocn. Mr. DeWind, what was Mr. Doolan’s answer to the 

estion about the copy of the letter? 
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Mr. Doonan. I said, “Yes, as to the context.” 


Mr. DeWrnpv. Did you mean by that, Mr. Doolan, that while you 


cannot say it was a word-for-word copy, that it appeared to be in gen 
eral what you sent to Senator Tobey ? 

Mr. Dootan. Yes. But I have never seen that before, and that 
the way it was set up at the time it was sent by me. 

Mr. DeWrnp. T realize that. But you are not able to produce a car 
bon copy of the documents you have sent to him? 

Mr. Dooian. I haven't for a long time. 

Mr. Keocu. You mean it might be a replica without being a du 
plicate ? 


Mr. Dootan. It could have been prepared by someone else, if that 


is what you mean; yes, sir. 

Mr. DeWrnp. It is clearly not a carbon of the letter that y 
prepared ¢ 

Mr. Dootan. No, sir. There again the context would be correct 
but | have never seen those copies before. 


Mr. DeWinp. Let me put it to you this way, Mr. Doolan. Do thes 


documents appear to be copies _ 

Mr. Dootan. They were prepared by someone else, not by me. 

Mr. DeWtinv. Do they appear to you to be accurate copies of t! 
material that you sent to Senator Tobey? 

Mr. Dooran. Yes: to the best of my re ‘ollection. 

Mr. DeWrnp. Mr. Doolan, could you please tell the committee hy 
vou came to prepare this le tte rand the enclosures / 


Mr. Dootan. I think to agree that Mr. McKenney has answered part 


if that in this morning’s testimony. 

Mr. Dre WInp. I think perhaps you misunderstood me. What 
really wanted you to do, and perhaps my question was not very clea 
could you please explain how you collected this information, and ho 
you prepared it for transmitt: al to Senator Tobe "y 

Mr. Doonan. That information, the Masato which again we! 
not charges—they were allegations having { to do with the collector’ 
office that could either be true or untrue, and that, of course, wou 
be something to be determined by an investigative board or gra 
jury or some other properly constituted group. The information co. 

ed therein was related to me by various individuals. I have 
no time stated that to my recollection that it was either true or unt: 

was designed to clear up any suspicion that might obtain so fai 
the Bureau was concerned in this district, and also the employ 
working in the Bureau. 

Some of the preparation of it came about perhaps directly as ares 
of investigations that were being made at the time in the particu 
case. And in some discussions with Mr. O’Gara, the United Stat: 
ittorney, he, in his official position as United States attorney, ga 
me to understand that he was empowered to consider any informat 
that refle cted upon a Government agency or officials of it. to detern 
whether or not there was any basis to it. 

Mr. Kroc. Was Mr. O’Gara the United States attorney ? 

Mr. Doonan. Yes, sir. 

Tl e Kefauver committee had been in San Francisco the prior \ 

n the fall, and members of the committee, while not di \ ulging WW 
they had determined while here. di d feel that there was a sit 
here that should be explored further. 








INTERNAL REVENUE INVESTIGATION 2105 


Mr. Byrnes. Before we get into that, could you not tell us how in 
the first instance you started to collect this material and prepare this 
material that you sent to Senator Tobey ? 

Is that not the first step / 

Mr. Dooian. Yes, sir. 

Mr. Byrnes. How did that come about ? 

Mr. Dootan. Over a period of time, various individuals made these 
illegations, these statements. 

Mr. Byrnes. To whom? 

Mr. Dootan. To me. 

hen, during the period of a certain case we were working on—— 

Mr. Byrnes. What do you mean by “we”? 

Mr. DooLtan. It was Mr. Karesh, Mr. O'Gara, Special Agent Nossen, 
ind myself. 

A number of at least what we considered peculiar situations began 
to appear in the picture. 

Mr. Kroon. I cannot hear you, Mr. Doolan. 

Mr. Byrnes. Can you go ahead and tell us how this letter happened 
to be w ritten, ana all this material compiled and sent to Senator 
Te y} ey ¢ 

Mr. Dootan. When it was determined that the Kefauver committee 
would return to San Francisco, I prepared the so-called bill of par- 
ticulars, and sent a cops to the Kefauver committee at the St. Fran- 
cis Hotel. 

Senator Tobey was due to be a member of the committee and be 

ere. The committee st Sslon Was necessal ily short. T \ did not tale 
up any of the matters in that particular document. . nd, as a result, 
nother copy was sent directly to Senator Tobey, at the Senate Office 
Building, Washington, D. C. 

Mr. Byrnes. As I understand it, you first sent— 

Mr. Door iN. To the committee itself. 


Mr. ByYRNEs. Address¢ | to the Kefau er committee or to Senator 
Kefauver ? 
Mr. Dootan. I am not too sure, but I think it was addressed to 


Senator Kefauver and Senator Tobey at the St. Francis Hotel. 

Mr. Byrnes. When was this? 

Mr. Door AN. ] think they were here on the 2Sth of February. It 
ould have been either that day or during the period when they were 
here. 

Mr. Byrn} Ss. It was addr ssed Lo them al the St. Francis Hotel ¢ 

Mr. Doo.an. Yes, sir. 

Mr. BYRNES. Did you have a letter accompanying the bill ot par- 

ulars, so-called ? 

Mr. Dootan. The same letter accompanied the bill of particulars. 
The letter comes first, with the date, and followed by the signature, 
nd then the bill of partic lars was attached to the back of that. 

Mr. Byrnes. Was there one or two enclosures? Was there one en- 

sure which has been referred to more or less as the bill of par 

ulars. and then another enclosure relating to a chain of command? 

Mr. Dootan. Yes. It is my recollection that there was. 

Mr. Byrnes. We are still talking about the letter to the Kefauver 

mittee ? 
[r. DooLtan. Yes 
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Mr. Byrnes. Is that right ? 

Mr. Dootan. Yes, sir. 

Then, when Senator Tobey did not come to San Francisco, the 
same letter was written to him, with a couple of changes—something 
to the effect that he had been unable to get here, and that this was for 
warded for his information, or something to that effect. 

However, the same information went to him as went to the com 
mittee itself. 

Mr. Byrnes. There were no changes made in the items of the bill 
of particulars ¢ 

Mr. Dootan. No; the latter part of that letter remained as is. 

Mr. Byrnes. You mean the enclosures remained as is? 

Mr. Dootan. That is right. 

Mr. Byrnes. Did the letter change somewhat ? 

Mr. Dootan. Yes; it would, inasmuch as he had not been able to bé 
here for the hearing. 

Mr. Byrnes. How long before the Kefauver committee arrived did 
you prepare the material in the bill of particulars and chain of com 
mand ? 

Mr. Dootan. I would say that probably it was in the process of 
preparation, perhaps, from January through February. 

Mr. Byrnes. When did you decide that you were going to make up 
such a list of items? 

Mr. Dootan. I think when it was determined that they were 1 
turning to San Francisco. It is my recollection that it was in January. 

Mr. Byrnes. Did you decide that by vourself? 

Mr. Dootan. Yes, sir. 

I should like to point out that at no time was I counseled on the mat 
ter, nor did I discuss it with anyone else. 

Mr. Byrnes. The preparation of this? 

Mr. Dootan. Any part of it; yes, sir. 

Mr. Byrnes. You just decided—do I understand!—that you wer 
going - prepare this bill of particulars and the other informatio 
and submit it to the Kefauver committee; is that it? 

Mr. Dootan. Yes, sir. 

Mr. Byrnes. Did you ever submit it to anybody besides the con 
mittee ? 

Mr. Dootan. No, sir. 

Mr. Byrnes. Not at any time? 

Mr. Doonan. The only person that received the bill of particulars 
was Mr. O’Gara, in his official capacity as United States attorney 
signed to the Seward Grand Jury. 

Mr. Byrnes. When was that? 

When did you turn it over to Mr. O'Gara? 

Mr. Dootan. That would have been around April 25 

Mr. Brr NES, And you gave it to nobody, or showed it to nobod 
between March 9 and that date 

Mr. Dooian. That is right, sir. 

Mr. Kean. In preparing it, did you consult with any other peo) 
that were working with you? Did you tell them you were writing 
this thing and ask them to repeat the stories to vou? 

Mr. Doonan. No. sir. 

Mr. Kean. All you wrote Was Troi memory of what you had hea 
the stories were that were current in the Bureau ? 
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Mr. Dootan. The stories that they had told me at various times; 
yes, sir. 

Mr. Kean. And you wrote it all from memory? When you heard 
the stories you did not take notes at the time; did you? 

Mr. Doonan. Very sketchy, if any, but essentially mostly from 
memory. 

And, as I say, at no time were they ever set forth by me as charges. 
They were tea allegations, rumors. 

Mr. Kean. The general gossip, really, of the collector’s office ? 

Mr. Dootan. That is right, sir—which I felt reflected on the people 
within the office, within the district itself. 

Mr. DeWrnv. Mr. Chairman, at this point in the record may the 
documents that Mr. Doolan has identified as apparently copies of 
what he sent to Senator Tobey be made a part of the record ¢ 

Mr. Byrnes. There is one item in there in connection with that, Mr. 
Chairman. I really do think that the whole thing should be made a 
part of the record. There is a part of it, though, that we decided the 
early part of the week probably should not go into the record as a 
public record, because names were mentioned that were not necessarily 
mentioned in all of the different counts as we went through the counts. 

I just call that to your attention. 

Mr. DeWinv. Mr. Chairman, could they be made a part of the ree- 
ord with the reservation that upon further consideration certain parts 
might be stricken from the public record ¢ 

Mr. Byrnes. That might be the best way to handle it. 

Mr. Keocu. I move that they be made a part of the record, with 
the reservation that later rulings may be made with respect to includ 
ing any specific names. 

Chairman Kine. So ordered. 

(In v iew of the possib le effect of publication on pending matters, 
the subcommittee has unanimously agreed to preserve the document 
referred to as part of the record of its executive sessions at the present 
time. ) 

Mr. DeWrnp. Mr. Doolan, in transmitting these allegations to Sen- 
ator Tobey, did you disclose your sources as to each of the allegations 
and the nature of your information concerning them ? 

Mr. Dooran. No, sir; just as set forth in the copy that you have. 

Mr. DeWinp. In the letter, a copy of which I have here it is stated 
[reading] : 

My attached résumé of some of the activities of the “operating” chain of com- 
mand, together with the attached exhibits and the data suggested for your infor- 
mation and inspection in paragraphs 4, 5, and 6, will give you some of the picture 
the Senate investigating committee did not have time to develop during the March 
2 and 3 session in San Francisco. 

Was that the only description that you made of the so-called bill 
of particulars? 

Mr. Dooran. That is right, sir. And that was the sequence in 
which the attachments were transmitted with the letter. 

Mr. Keocu. Is it not possible for you to talk a little louder? My 
hearing must not be good. 

Mr. DeWrnp. Elsewhere in this letter, the second paragraph of the 
letter, vou state [reading]: 

The exhibits herewith are designed to trace the growth, development, and 
operation of the “operating” chain of command created since 1943 by Collectors 
Harold Berliner and James G. Smyth. 
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Was that in part in reference to the so-called bill of particulars? 

Mr. Dooxian. I would say that it was a portion of the chain of com 
mand, 

Mr. DeWinp. You said [reading]: 

The exhibits herewith are designed to trace the growth, development, and 
operation of the “operating” caain of command. 

Did you intend to refer by that to the bill of particulars as part 
of the operation of the chain of command ? 

Mr. Dooian. No; it was a separate exhibit. In other words, what 
it amounted to was those people who actually had the position titles 
and those who had assumed their authority in those positions. 

Mr. DeWrnp. In your letter to Senator Tobey you did not make any 
qualification of the allegations. That is, you did not say they were 
hearsay so far as you were concerned, or that they were stories that 
had been related to you by other people. 

Mr. Dootan. That is quite true. 

However, in all the interrogations, I have pointed out that they 
were allegations that were made to me, and that for the most part I 
had no personal knowledge as to their truth or falsity. 


Mr. Keocu. Where did you indicate that in your letter to Senator 


Tobey, Mr. Doolan? 

Mr. Dootan. I say that it is not indicated in that letter, sir. 

Mr. Kroeu. It is not? 

Mr. Dootan. That is right, sir. 

Mr. Keoen. Did you ever communicate that thought to Senator: 
Tobey ¢ 

Mr. Dooran. No, sir. 

Mr. Kroon. As a matter of fact, did you not intend him to accept 
that on its face as the truth ? 

Mr. Doonan. No, for the very simple reason that I outlined thi 
procedures he could follow to determine whether or not they wer 
true or false. 

Mr. Krocu. Where did you request that he undertake to determin 
whether they were true or false? 

Mr. Dootan. Mr. DeWind just read or indicated certain paragrap! 
which outlined the method by which they could be determined. 

Mr. Krocn. Which paragraphs are they? Will you point them ou 
tous? 

Mr. Dootan. Paragraph 1, paragraph 3—— 

Mr. Krocu. Paragraph 1 of what? 

Mr. Dooian. Of the letter to Senator Tobey. 

Mr. DeWrnp. Mr. Doolan, perhaps we can get down to the point 
that has been made here in this way. 

In that letter there is no qualification as to either the hearsay aspect 
of the allegations in the bill of particulars or as to your sources « 
information? 

Mr. Doonan. That is right, sir. 

Mr. DeWrnp. There is just the flat statement that this résumé wi! 
provide information as to the manner in which the “operating” cha 
of command has in fact operated. 

Mr. Dooran. That is right, sir. 

Mr. DeWrnp. Elsewhere in the letter you suggest that a thoroug! 
and searching investigation should be made of the office of the collecto1 
of internal revenue? 
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Mr. Dooran. That is right, sir. 

Mr. DeWinp. And you set forth some specific suggestions as to how 
that investigation should be conducted ? 

Mr. Dootan. That is right. 

Mr. DeWrnp. But it is a fair thing to say—is it not?’—that at no 
point in the letter did you qualify or raise any question concerning 
the accuracy of the allegations in the bill of particulars ? 

Mr. Doouan. Yes; that is correct. 

Mr. Keocu. As a matter of fact, you expected that if the committee 
had investigated those allegations in the bill of particulars they would 
have found them to be true; did you not? 

Mr. Dootan. No; I have never maintained that that would be the 
situation. 

Mr. DeWrnp. Did you believe these allegations to be untrue or 
subject to considerable doubt ? 

Mr. Dootan. I believed that if there was any basis for the allega- 
tions that it should be determined, and if there wasn’t then the alle- 
gations would be washed out. It was a matter to be investigated to 
determine whether or not the rumors were true or untrue. 

Mr. DeWrnp. I understand you say that was your thought in the 
matter: that you had no knowledge whether this was true or untrue ? 

Mr. Dooian. That is certainly quite true, sir. 

Mr. DeWinp. But you did not convey that thought in any way to 
Senator Tobey in transmitting the information ? 

Mr. Dooutan. No; I did: not. . 

Mr. DeWrnp. But that was in fact your thought: that these things 
might be true or they might be untrue? 

Mr. Dootan. That is right, because I personally did not check them. 

Mr. DeWrnp. Did you interrogate and cross-question your infor- 
mants In any way ? 

Mr. Dooian. No. That is what I say; I did not. 

Mr. DeWrnp. Did you formulate any opinion or conclusion as to 
the reliability of your informants? 

Mr. Dootan. No; I did not do that, either. 

Mr. Kroeu. One of the recommendations you made was to advise 
the Secretary of the Treasury to direct the Commissioner of Internal 
Revenue to suspend a number of the top officials. 

Mr. Doo.an. Pending—— 

Mr. Kroen, Excuse me. 

Do you think that that is a fair request to make when you had no 
knowledge of your own as to whether the allegations you made were 
true or untrue ¢ 

Mr. Dootan. I thought it was: yes 

Mr. Kroon. Well, I do not. 

Mr. Dootan. As a matter of fact, that has been done in this district. 

Mr. Byrnes. Would it not be helpful, Mr. Chairman, if we read 
that letter, the cover letter, into the record, so that we would all have 

n idea as to what that letter contains ? 

Mr. DeWrnp. There are copies available of this letter, Mr. Byrnes. 
hat each of the members of the committee has had, 

Mr. Kran. I do not have one. 

Mr. Krocn. I do not have, either. I just borrowed one. 

Mr. DeWrnp. No; apparently there are not sufficient copies. 
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Mr. Byrnes. I am thinking, too, of the public nature of this hear- 
ing, and I do not think there is anything in that letter that need be 
maintained in a restricted category; and, if there is not, then I sup- 
pose the best thing to do would be to read it into the public record, 

Mr. Keocu. Every member should check it first. 

Mr. Byrnes. Certainly, I would want every member of the com- 
mittee to check and make sure that it comes within that category of 
letter. 

Chairman Kine. The document or letter will be read without the 
names included in paragraph 6. 

Mr. DeWinp. Mr. Chairman, I will have Mr. Schapiro read that, 
if there is no objection. 

Chairman Kine. Very well. 

Mr. Scuaptiro (reading) : 

San Francisco, Cauir., March 9, 1951. 
Personal 
Hon. CHARLES Tosey, 
Senate Office Building, Washington, D. C 

Dear Senator Topey: Your inability to be present in San Francisco with 
your Senate investigating committee on March 2 and 3 was a keen disappoint- 
ment to those who had hoped to enlist your support in effecting an immediate 
investigation of the Bureau of Internal Revenue in the first district of California. 

The exhibits herewith are designed to trace the growth, development, and 
operation of the “operating” chain of command created since 1943 by Collectors 
Harold Berliner and James G. Smyth. 

That the Bureau in the first district of California is in extremely bad shape 
as a result of the authority delegated to the “key” men in the operating chain— 
Chief Office Deputy Paul Doyle; Acting Chief of the Field Division John Boland; 
Assistant Chief of the Income Tax Division John Malone; Assistant Chief of the 
Wage and Excise Tax Division Ignatius Beresford—has been brought out in 
previous testimony and by independent investigation, notes on which are attached 
for your information. 

While it is appreciated that you may be unable to “crack down” as fully 
and as heavily as you might wish at this time, it was the thought of the people 
interested in a searching investigation of the Bureau in the first California 
district that the Secretary of the Treasury and the Commissioner of Internal 
Revenue be “advised” by you to do the following immediately : 

1. Direct the supervisors of accounts and collections of the Bureau of Internal 
Revenue (Stanley McKenney, Chief, Los Angeles) to take over the Office of the 
Collector of Internal Revenue, first district of California, for a complete audit 
and inspection as provided for in the Bureau regulations. 

2. “Advise” the Secretary of the Treasury to direct the Commissioner of 
Internal Revenue to suspend Collector James G. Smyth and his “key” aides— 
Paul Doyle, John Boland, John Malone, Ignatius Beresford—as provided for in 
the Bureau regulations 

3. “Advise” the Secretary of the Treasury and the Commissioner of Internal 
Revenue to direct the Chief of the Intelligence Unit, Treasury Department, 
(William H. Woolf, Washington, D. C.), to assign a squad of special agents, none 
of whom shall be from the Intelligence District having supervision over the 
first district of California, to investigate the personnel and the operation of the 
collector's office in this district 

4. “Request” for your inspection from the Commissioner of Internal Revenue 
all regular and special reports covering the collector's office, first district of 
California, transmitted to the Commissioner by the supervisors of accounts and 
collections for the period 1943 to date. These reports will give a shockin 
of the maladministration of the Bureau in this district, as well as a 


picture 
arrogance and the abuse of authority by Collectors Harold Ber 


pi ture of the 
liner and James G. Smyth and their “key” personnel. 

5. “Request” for your inspection from the Assistant Secretary of the Treasury 
(in charge of personnel) all investigative personnel reports made on personne! 
and other matters which required investigation in the first district of California 


from 19435 to date. 
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May the record show that paragraph 6 has by order of the committee 
been deleted. 

7. “Advise” the Secretary of the Treasury that the local Chief of the In- 
telligence Unit for the California district, Charles E. Davies, be accorded full 
authority to assist in a complete and unobstructed investigation of the bureau 
and its operating personnel in the first district of California. 

8. “Advise” the Justice Department that the western regional counsel of 
the Penal Division, Treasury Department, Walter Campbell, be accorded full 
authority to assist in this investigation. 

It is the hope of those who had wished to discuss the foregoing with you 
personally that you can see your way clear to initiate this investigation before 
your Senate investigating committee terminates its work, and bring about a 
speedy and very necessary housecleaning in this district. 

My attached résumé of some of the activities of the “operating” chain of com- 
mand, together with tl attached evhibits and the data suggested for your 
nformation and inspection in paragraphs 4, 5, and 6, will give you something 
of the picture the Senate investigating committee did not have time to develop 
during the March 2 and 3 session in San Francisco 

Yours very truly. 

Mr. Krogu. Mr. Chairman. 

Chairman Kine. Mr. Keogh. 

Mr. Krocu. All of the suggestions contained in your letter, you 
wanted done immediately on the basis of the so-called bill of par- 
ticulars, which you enclosed, and the truth of which you did not 
know and made no efforts to establish, is that correct / 

Mr. Dootan. That is right, sir. 

Mr. DeWinp. Mr. Doolan, had the matters set forth in your letter 
and in the bill of particulars ever been referred by you to the intelli- 
gence unit in San Francisco ? 

Mr. Dooian. Not to the Chief of the Intelligence Unit; no. I dis- 
cussed them over a period of time, such matters as came to my atten- 
tion, with Thurston Snyder, a member of the Intelligence Unit, and 
with another member of the Intelligence Unit, John Williams. 

Mr. DeWinp. Had you discussed with them all of these matters in 
the bill of particulars ? 

Mr. Dootan. I would not say that I had discussed all of the matters 
with them. What matters I discussed with them I could not say. But 
I did discuss a number of matters with them over a period of time. 

Mr. DeWinpv. When you discussed these matters with Mr. Thurston 
Snyder and Mr. Williams, was it ? 

Mr. Dootan. Yes. 

Mr. DreWInp. Did you ask them to take action to investigate these 
matters ? 

Mr. Doonan. It is my recollection that Mr. Snyder was conversant 
with a number of the allegations. He felt that something should be 
done about them, but nothing was ever done about them, so far as the 
Intelligence Unit was concerned, and so far as instituting any investi- 
gation of them was concerned. 

Mr. DeWinp. I gather from what you said that you at no time 

ndertook to speak to the special agent in charge yourself to request 
that such an investigation be made? 

Mr. Dootan. I did not speak to Mr. Read, no, sir. 

Mr. DeWinv. You spoke only to Mr. Snyder and Mr. Williams? 

Mr. Dootan. That is right. 

Mr. DeWrnp. You did not specifically request that they bring this 
to the attention of Mr. Read or Mr. Davies or anybody else ? 
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Mr. Dootan. Mr. Read was the Chief of the Intelligence Unit unt 
late in 1950, and then Mr. Davies took over. Mr. Davies came her 
without any knowledge, so far as I know, of the situation that ol 

tained in San Francisco. 

Mr. Kean. You say that you called the attention of some of thes 
facts to two members of the Intelligence Unit, and that nothing wa 
done by the Intelligence Unit to look into the matter to clear up th 
matter at all? 

Mr. Dooian. That is right. Over a period of time I had discusse: 
many things with them and I do wba! a} that in one instance som 
matter was called to Mr. Williams’ attention. Mr. Williams felt tha 
it should be investigated and prepared a memorandum which he dis 
cussed with group leader, and it is my recollection that he told me | 





was instructed to forget it. 

Mr. Kean. By his group leader ¢ 

Mr. Dootan. By his group leader. 

Mr. Kean. Did anything that you brought to the attention of t! 
Intelligence Unit at any time get investigated by them ? 

Mr. DooLtan. Not to Iny know ledge. 

Mr. Kran. In other words, they just sat on their hands and | 
things slide? 

Mr. Doo.an. Yes: there seemed to be no disposition to disturb t! 
Sti us quo. 

Mr. DeWinpb. Mr. Doolan, so we know wheat we are talking abo 
which of the matters of the bill of particulars did you bring to 1) 
attention of Mr. Snyder and Mr. Williams? 

Mr. Dooian. I am not too sure of that: but I do know that so 
of these matters were discussed with them. As a matter of fact, M 
Snvycer was the teller of the story regarding Mr. Smyth’s returns 

Mr. DeWrnpv. You say Mr. Snyder told you that? 

Mr. Dootan. That is right. Mr. Snyder stated to me that he | 
yared the original return in the 1939-42 period, whatever it was 
pis capacity as an auditor in the Bureau. 

Mr. DeWtnp. Do you have a copy of the bill of particulars ther 

Mr. Dooias. No; except in the statement that I gave to the Inte] 
gence Unit. 

Mr. DeWrnp. I show you a copy of the bill of particulars, M 
Doolan, and ask you which of those matters you brought to Mr. Sn 
der’s or Mr. Williams’ attention. 

Mr. Dootan. It would be my recollection that most of them at « 
time or another were discussed with either Mr. Williams or with M 
Snyder. 

Mr. DeWrnp. That most of them were? 

Mr. Doonan. That most of them would have been at one time 
another. Some of these things covered a period of several years 

Mr. DeWrnp. An examination, Mr. Doolan, of a statement t 
you gave to the Intelligence Unit appears to indicate, and correct m 
I am wrong, that of all the matters in the bill of particulars, you 
that time only identified one as having been taken up by you with M 
Snyder or Mr. Williams, namely, the question of certain tax retu 
of officials of the police department having been amended or sub 
tuted. 

Mr. Dootan. That was true insofar as that is concerned, but t 
was general discussion of other of these matters with Mr. Willi 
and Mr. Snyder over a period of time. 
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Mr. DeWinpv. You understand the great importance that is attached 
to this matter / 

Mr. Dooian. Yes, sir. 

Mr. DeWrnv. On the one hand, if you did transmit to the Intelli- 
gence Unit all or most of the items in the bill of particulars, that is one 
situation. If in fact the only matter you transmitted was the ques- 
tion of the police department official tax returns having been changed, 
it might be another matter. 

Mr. Dootan. Actually it was not a case of transmittal atall. It was 
. case of just discussion. 

Mr. DeWrnp. Is that right? If the discussion only related to the 

lice department incident, which we have been advised here was de- 
termined to have no foundation by the investigation that ensued, that 
might be one situation. 

Mr. Dooian. Yes, sir. 

Mr. DeWrnp. Is it your fg nt testimony that you in fact discussed 

all or most of the items in the bill of partic ulars with Mr. Snyder and 
Mr. Williams? 

Mr. Doonan. It is my present testimony, and my recollection that a 

umber of those—which ones or when I can’t state—but that a number 
of them were discussed with either one or the other, or with both of 
them. 

Mr. Byrnes. Let me ask you this: When you discussed some of these 
with these men in the Intelligence Unit, was it news to them, or did they 

ave some knowledge about it, and then did you proceed to a discus 
sion and an exchange of information? What was the situation? 

Mr. Dootan. It seems to me that it wasn’t particularly news to them, 
that they had heard the same rumors or the same allegations‘in many 
nstances. Perhaps they would add something to it. 

Mr. Byrnes. Did you get any of these items in the bill of particulars 
from these people in the get Unit # 

Mr. DooLan. One per ific: lly, s 1 say, came from Mr. Snyder. 

Mr. Byrnes. Which one was th: at? 

Mr. Dootan. With regard to the collector’s returns. 

Mr. Byrnes. That information which you later incorporated in the 

called bill of particulars you first received from him? 

Mr. Doonan. That is right. 

Mr. Byrnes. Did you receive any other of these bills of particulars 
from those people? 

Mr. Dootan. There would be the case of the so-called Jones case, 
vhich also came from the Intelligence Unit. 

Mr. Byrnes. That was the first you knew about the so-called Jones 

se, that is, what you received from talking to a member of the Intell 

nce Unit? 

Mr. Dootan. Yes. 

Mr. Byrnes. Who was that individual? 

Mr. Dooian. Special Agent Hedrick. I had no occasion to know 
inything about the case, other than what he told me. 

Mr. Byrnes. Any others? 

Mr. Dooitan. Whether or not Mr. Williams was conversant with 

i¢ Yee case, I am not sure. He could very well have been inasmuch 
is he was working on 

Mr. Byrnes. Do you remember whether you discussed the Yee case 
with them ? 
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Mr. Dooian. I am not sure that I did. 

Mr. Byrnes. What I want is things that you can remember and 
that you at least feel sure you did discuss with them. Now, what 
other ones do you feel reasonably sure you discussed with members 
of the Intelligence Unit? 

Mr. Dotianx. Whether or not the Anater case was discussed wit] 
Mr. Snyder, I am not sure. 

Mr. Byrnes. You have mentioned now the ones you talked to the 
Inteligence Unit on? 

Mr. Doonan. Specifically, yes. 

Mr. Byrnes. Either by way of receiving information from them— 

Mr. Doouan. Or discussing it with them. 

Mr. Byrnes. Or in giving them information that you did not know 
at least that they had before you discussed it with them. 

Mr. Dootan. That is right. 

Mr. Keocu. In what division of the collector’s office were you 
assigned during the period when you were collecting these things? 

Mr. Dootan. I was assigned to the Fraud Section. 

Mr. Keocu. The Fraud Section ¢ 

Mr. Dootan. Yes. 

Mr. Keoeu. Over how long a period were you collecting the infor- 
mation that you included in your so-called bill of particulars? 

Mr. Dooian. I was not specifically collecting it. These things were 
being brought to my attention by various employees from the period 
1946 to 1951. 

Mr. Keoau. Which one was brought to you in 1946? 

Mir. Dootan. That would be the Donati matter in which he stated 
that returns 

Mr. Kean. That is the police department? 

Mr. Doonan. That is right. 

Mr. Kean. May I interrupt there? 

Mr. Kroeu. Yes. 

Mr. Kean. That is the one Mr. DeWind just stated has not bee 
proved ¢ 

Mr. Dooran. Yes, sir. 

Mr. Kean. Yet, as I understand it. according to your memory. 
De} uty Donati told you the whole story ? 
Mr. Doonan. That is right. 

Mr. Kean. And now he denies that he told it. 

Mr. Dootan. He denied that he told it, and a little more recently 
he partially remembered that he had been directed to get certair 
returns. He could only remember one name of one of the individuals 

Mr. Kean. In other words, this is one of the ones that Mr. Frank 
threw out as having completely no truth to it at all or some truth ? 

Mr. Dootan. Mr. Frank calls them charges. I maintain they were 
not charges, they were allegations 

Mr. Kran. My allegation was that most of these stood up. Mr. 
Frank's allegation was that most of them did not stand up. I think 
he was looking on it chiefly from the point of view of dot, comma, 
word, as to the truth of the entire statement, while I was looking at it 
more in general. 

Mr. Doonan. Yes. 

Mr. Kroon. May I go on? 

Mr. Kean. Yes. I am sorry. 
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Mr. Krocu. What did you do with that from 1946 until you wrote 
the letter on March 9, 1951? 

Mr. Doo_an. With the information ? 

Mr. Kroon. Yes. 

Mr. Doorian. I didn’t do anything with it, sir, other than as I say to 
perhaps, in connection with other cases, I might have been working on, 
which I had occasion to be in contact with Mr. Snyder or with Mr. 
Williams, have mentioned that matter or other matters of a lke 
nature. 

Mr. Kroeu. How long have you been an employee of the Bureau, 
Mr. Doolan ? 

Mr. Dooian. Since 1937. 

Mr. Krocu. How long have you been in the Fraud Section? 

Mr. Doonan. Since 1946. 

Mr. Krogu. About how many cases have you investigated while you 
were employed in the Fraud Section ? 

Mr. Dootan. That would be difficult to say. 

Mr. Krocu. About / 

(No response. ) 

Mr. Keocu. Five hundred’ 

Mr. Dooian. I don’t think we do that many. 

Mr. Kroeu. About how many? 

Mr. Dootan. I doubt that we do over 40 or 50 a year at the most. 

Mr. Krocu. And you have been there 5 years ? 

Mr. Doo.tan. Yes, but you must remember, also, sir, that there is 
a certain portion of the year in which we work on other things. 

Mr. Keocu. But you still do about 50 cases a year, so you have 
investigated about 250 fraud cases, have you not? 

Mr. Doonan. Yes, perhaps. 

Mr. Krocu. About what percentage of the cases in your office origi- 
nate on anonymous letters or so-called squeals ¢ Would you be able 
to say! 

Mr. DooLan. No, I would Say, though, a great proportion of them do. 

Mr. Kroeu. Of those 250 cases that you investigated, about how 
many of them did you send to the Penal Division ? 

Mr. Dootan. It wasn't a case of our sending them to the Penal 
Division. 

Mr. Krogu. How many of them eventually got to the Penal Divi- 
sion, no matter who sends them, of the 250 cases you investigated ! 

Mr. Dootan. We had two. 

Mr. Keocu. How many? 

Mr. Doo.an. Two. 

Mr. Krocu. Two? 

Mr. Doonan. Yes, sir. But not by reason of the fact—— 

Mr. Keocu. I do not care about that. The fact of the matter is that 
those cases originated on rumor, did they not, for the most part? 

Mr. Dootan. The two cases? 

Mr. Kxrocu. No, the 250 cases. 

Mr. Dootan. Not necessarily. 

Mr. Krocu. Those that were the result of anonymous letters or 
squeals originated on what might be properly described as a basis 
of a rumor‘ 

Mr. Doo.an. Yes; that is right. 
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Mr. Krocu. And you investigated those rumors? 

Mr. Doonan. Yes. 

Mr. Krocu. And you concluded that of the 250 cases you investi 
gated there were only two that had any substance? 

Mr. Dootan. No; I didn’t say that. 

Mr. Krogu. That is what I understood you to say. 

Mr. Dootan. No. Excuse me. 

Mr. Krocu. I am trying to get this picture, so you help me all you 
can, will you, please? 

Mr. Doonan. Yes, sir. What I am trying to explain is that of th 
250 cases— 

Mr. Kroeu. Do not try to explain a lot of things. Just try to 
explain for me now about the 250 cases you have investigated. 

Mr. Doonan. The cases were investigated, and it was found in thos 
‘ases that there was some discrepancy in the taxpayer’s figures whix 
resulted in additional tax being assessed against him. 

Mr. Keocu. That is not unusual, is it? 

Mr. Dootan. No. 

Mr. Krocu. But sending a case for penal prosecution is unusua 
I do not mean unusual; | mean the percentage of cases that go t 
criminal prosecution is not very great? 

Mr. Doouian. As to that I don’t know. 

Mr. Krogu. Would you agree with me when I say to you that f 
the most part your assignment in the Fraud Section was to trac! 
down and investigate rumors? 

Mr. Dootan. That is right. 

Mr. Kroon. And yet when these rumors were given to you, you tel! 
us that you made no effort to establish the truth or falsity of them 
is that correct? 

Mr. Dootan. That is quite true, sir. 

Mr. Krogn. You expected that some attention would be paid | 
those charges, did you not? 

Mr. Dooian. Yes. 

Mr. Krocn. Or else you would not have written the letter. 

Mr. Dootan. That is right. 

Mr. Keocu. And you would not have collected the rumors? 

Mr. Dootan. That is right. 

Mr. Krocu. Do you not think you owed it to your Government | 
exercise your experience as an investigator to establish the truth o1 
falsity of those rumors? 

Mr. Dootan. That is what we have an Intelligence Unit for, sir 

Mr. Kroon. You were doing this. You wrote the letter. 

Mr. Dooian. Yes. A great number of these things were brought 
to the attention of the Intelligence Unit, and furthermore—— 

Mr. Keocu. Are you telling me now that it was not your functio 

nvestigate these charges ? 

Mr. Dootan. I don’t feel it was. 

Mr. Krocu. Was it your function to recommend that the Secreta: 
of the Treasury and the Commissioner of Internal Revenue act 
their official capacity? Was that your function? 

Mr. Dootan. I don’t understand you, sir. 

Mr. Keoeu. All right. 

Mr. DeWrnp. Mr. Doolan, in the ordinary course of events, 
‘harges of this kind, or allegations of this kind, had been made to you, 
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would you have referred the matter to the local special agent in charge 
of the Intelligence Unit ? 

Mr. Dooxtan. I presume that would be the procedure; yes, sir. 

Mr. DeWrnp. In this case you did not do that, and I gather you did 
not do it because you said you had a feeling that there was a general 
unwillingness or carelessness about the attitude of the local Intelli- 
gence Unit? 

Mr. Dootan. There was a reluctance and that was borne out by 
Mr. Snyder, who stated with regard to one situation that nothing 
could be done on it, pending an investigation of the collector’s office. 
Why he made the statement—— 

Mr. DeWinp. Just a minute. You state here you had no faith 
that and investigation would be made by the Intelligence Unit, 
which is a very serious matter, and I am trying to find out just why 
you felt that the Intelligence Unit, if the matter were presented to the 
special agent in charge, would make no investigation; in that connec- 
tion, I asked you how many of these matters did you discuss with 
representatives of the Intelligence Unit, and you recalled detinitely 
the one matter of the police department. 

Mr. Dootan. That is right. 

Mr. DeWinp. And you do not recall definitely—— 

Mr. Dootan. Whether the others were discussed with them, but 
it is my recollection that a number of them were. 

Mr. DeWrnp. But you just cannot recall that you definitely did 
discuss any of them, or just what is the situation ¢ 

Mr. Dootan. Yes. ‘The Smyth matter, for instance, was one that 
Mr. Snyder discussed. 

Mr. DeWinp. That was not an allegation that you took to them? 

Mr. Dooian. No, that is right. 

Mr. DeWinv. But your feeling was that taking things to the Intelli- 
gence Unit was no good because they would not investigate them ? 

Mr. Dootan. It wasn’t that they didn’t want to investigate, that 
Snyder, for instance, didn’t want to investigate, or Williams didn’t 
want to investigate. 

Mr. DeWrnp. You never spoke to Mr. Ralph Read about these 
matters, did you? 

Mr. Dooian. No, sir, I did not. 

Mr. DeWinp. Did you ever request anybody to speak to Mr. Ralph 
Read ? 

Mr. Dootan. No, I didn’t. 

Mr. DeWiNv. Did you have any knowledge or information that 
Mr. Ralph Read would have refused to investigate these matters if 
they had been brought to his attention? 

Mr. Dootan. Not of my personal knowledge, no. 

Mr. DeWinp. Do you have any reason to believe that he would 
not have investigated the matters? 

Mr. Dootan. Other than the statement of Mr. Snyder told you 
that his group chief had told him to forget about a particular matter. 
That is Mr. Williams. 

Mr. DeWinp. What did Mr. Snyder say about the situation over 
there? 

Mr. Dootan. Mr. Snyder felt that it should be investigated and 
had so felt—— 
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Mr. DeWinp. Did Mr. Snyder try to get it investigated ? 

Mr. Dootan. That I don’t know. 

Mr. DeWinp. Do you not see the seriousness of this situation? 
You are suggesting that the special agent in charge would not have 
made an investigation of these m: utters, and yet as I understand it, 
you have not one iota of information or knowledge to suggest that is 
true. 

Mr. Dooian. I don’t say it is true. 

Mr. DeWrnp. In the ordinary course of events, you would have 
taken this up with Mr. Read, and yet you did not ‘do that because 
you thought it would be ineffective. That is a very serious implica- 
tion, and I want to know whether there was some reason for you to 
think that. If there is, then the committee should know it. 

Mr. Dooian. It is my recollection that I was given the impression 
that nothing would be accomplished or could be accomplished. 

Mr. DeWinp. Who gave you that impression / 

Mr. Doo.an. Both Mr. Snyder and Mr. Williams. 

Mr. DeWrnp. Did Mr. Snyder tell you that Mr. Read was not 
interested in investigating these matters ? 

Mr. Dootan. No, I don’t think he made any flat statement at all. 
It was just one of those situations where he didn’t think they would 
be able to accomplish any investigation. 

Mr. DeWrnp. Did Mr. Williams suggest in any way that Mr. Read 
was the sort of man who would not investigate these matters? 

Mr. Dootan. No, except insofar as having to clear it with his group 
chief, as I understood, and with his chain of command. After it was 
turned down by his group chief, that was the end of it. 

Mr. DeWrnp. I am not talking about a chain of command here. I 
am asking you if you can tell this committee why you did not go to 
Mr. Ralph Read and say, “Here are these matters which should be 
investigated,” and I am not trying to do anything more than give 
you a fair opportunity to state your reasons. 

Mr. Dooran. Yes, I will. This reason, too, occurs, that my group 
leader, Mr. Washauer, had on a number of occasions according to Mr. 
Washauer, gone to Mr. Read and discussed matters with him and, 
to quote Mr. Washauer, Mr. Read told him to “sit tight.” 

Mr. DeWinpv. Read me that answer, please. 

(Answer read by reporter.) 

Mr. DeWrxp. You say Mr. Washauer took up matters in this bill 
of particulars with Mr. Read? 

Mr. Dootan. Not in the bill of particulars. He took up other 
matters that he thought should be investigated, according to Mi: 
Washauer, with Mr. Read. 

Mr. DeWtnp. And Mr. Read refused to investigate ? 

Mr. Dooran. In effect, yes. No investigation was ever made, ac 
cording to Washauer, of the matters he discussed with Mr. Read. sy 
the same token—— 

Mr. DeWrnv. Now, you were stating a reason here, the reason you 
did not take these matters up with Ralph Read was because you felt 
from what Mr. Washauer had told you that he was not interested i1 
investigating these matters. 

Mr. Dootan. That he was either not interested in investigating 
them, or not in a position to investigate them. 
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Mr. DeWinp. What did Mr. Washauer tell you? 

Mr. Dootan. Just that. 

Mr. DeWrnp. Did he say he was not interested or he was not in a 
position, or both, or either ? ? 

Mr. Dootan. Just merely that he told Washauer to sit tight. 

Mr. DeWrnp. And it was on the basis of Mr. Washauer having told 
you that Mr. Read said to sit tight that you decided Mr. Read would 
not investigate these matters ? 

Mr. Dootan. It was on the basis of that. It was on the basis of the 
attitude of Mr. Snyder and also that of Mr. Williams. 

Mr. DeWinp. Just a minute. Mr. Snyder and Mr. Williams never 
stated to you in any way that Mr. Read was unwilling or not in a 
position to investigate those matters ? 

Mr. Dootan. No; that is quite true. 

Mr. DeWinp. Then you could not derive anything from what they 
said to you, so your whole information was from what Mr. Washauer 
had said to you? 

Mr. Dooxan. I probably am not making myself clear insofar as that 
is concerned, but Inasmuch—— 

Mr. DeWrnp. I think you are making yourself very clear. You 
have said that Mr. Washauer told you that Mr. Read had failed to 
investigate matters Mr. Washauer had taken up with Mr. Read. 

Mr. Dootan. Yes, that is one. 

Mr. DeWinp. What else had you heard about Mr. Read from any- 
body ? 

Mr. Dooian. I had not heard anything about Mr. Read, 

Mr. DeW inp. Then was your failure to transmit these items in 
the ordinary course to the Intelligence Unit, that is to Mr. Read, the 


special agent in charge, based entirely upon what Mr. Washauer had 


said ¢ 

Mr. Doonan. It was based on what Washauer had said: it was 
based on the fact that Mr. Williams had been unable to get any co- 
operation- _ 

Mr. DeWinp. Just a minute. I thought we had agreed that what 
Mr. Williams and what Mr. Snyder had said to you in no way impli- 
cated Mr. Read in any unwillingness to investigate personnel charges. 

Mr. Dooian. It doesn’t implicate him, but it had a bearing on what 
I did. 

Mr. DeWtnp. No, I don’t see how it created any impression in your 
mind properly that Mr. Read was unwilling to investigate. 

Mr. Byrnes. Do I understand, Mr. Counsel, what you are trying 
to get at is what influenced this witness in making up his mind and 
his judgment as to what he was going to do? 

Mr. DeWinp. I am trying to get at the reasons, Mr. Byrnes, as to 
why he decided not to take this through ordinary channels to Mr. 
Read. 

Mr. Byrnes. That is right. 

Mr. DeWrnp. He has indicated, I believe, that the reason he dié 
not was that he thought that Mr. Read, from the information he had 
received, would not investigate them. 

Mr. Byrnes. You want to know why he had that impression ? 


Mr. DeWrnp. That is right. 
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Mr. Byrnes. Can you not tell us why you had that impression that 
the Intelligence Unit would not take action even if it was referred to 
them / 

Mr. Dootan. Perhaps they would take action—but by the same 
token it was my understanding that these matters would be referred 
to the collector for investigation by Mr. Read or by Mr. Read’s office. 

Mr. Byrnes. What transpired which would give you that under- 
standing ? 

Mr. Dootan. A taxpayer protested an assessment made against him 
and complained to us about it. We suggested that he write to the 
Commissioner, and to Mr. Read, if he so desired. I believe he wrote 
to both, asking the Intelligence Unit to make an investigation as to 
why he had been, so he felt, singled out in this particular tax matter 
The letter was referred from Mr. Read to the collector. Rather than 
the Intelligence Unit making the investigation or determining what 
went on, it was referred directly from Mr. Read to Mr. Smyth, who 
in turn directed it to Mr. Boland, for an answer. 

Mr. Byrnes. Mr. Boland in this case was the man against whom 
the complaint was being made? 

Mr. Doonan. Yes. 

Mr. Byrnes. In other words, part of your judgment was made up 
from experiences you had seen or heard of in the matter of complaints 
against personnel? 

Mr. Dooran. That is right. 

Mr. Byrnes. Being referred back to the collector. Do you have any 
other evidence of that? 

Mr. Dootan. Another was the statement of Walter Campbell, head 
of the Penal Division, who on one or two occasions made the state- 
ment that he distrusted the collector’s office and felt that there should 
be an investigation; so far as I know he expressed that to members 
of the Intelligence Unit. and that was one of the reasons in the letter 
to Mr. Tobey it was suggested that Mr. Campbell be afforded an 
opportunity to cooperate with whatever investigative group was sent 
by the Secretary of the Treasury. 

Mr. Byrnes. Campbell did tell this to you, that he did not have 
confidence in the collector ? 

Mr. Doonan. Yes. On several occasions. Furthermore, to em 
phasize that, in the case of the taxpayer who had not filed returns for 
some time, Mr. Campbell directed the special agent and me to per 
sonally receive from the taxpayer his returns, his delinquent returns, 
in order that there would be no question as to when the man filed 
them or under what circumstances he filed them. 

Mr. Byrnes. As I gather it now, you had run into a number of oc 
casions which gave you the impression that the Intelligence Unit was 
not desirous of investigating matters involving personnel or activ- 
ities of personnel in the collector’s office : is that correct ? 

Mr. Dootan. Members of the Intelligence Unit might have been, but 
it was my impression that at least some of the people in charge of the 
unit were not too keen to do that. 

Mr. Byrnes. It was on that basis that vou determined not to submit 
these matters to the Intelligence Unit in an official capacity ? 

Mr. Dootan. That is right, sir. 

Mr. Byrnes. But I believe, Mr. Chairman, Mr. Frank the day be- 
fore yesterday testified to the fact that that was really the situatior 
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that did exist, that complaints agains personnel were referred to the 
collector for handling by the collector. 

Mr. Krocu. My recollection of Mr. Frank’s testimony was thiat 
that was true with respect to relatively unimportant complaints, but 
anything that directed itself toward more heinous offenses was 
promptly and fully investigated by the Intelligence Unit. 

Mr. Byrnes. As I understand, Mr. Chairman—and it is not my 
intention to get into a discussion of what the evidence shows—I re- 
member distinctly one case where the postal inspectors referred a case 
involving personnel in the collector's office to the Intelligence Unit, and 
the Intelligence Unit, as I understand it, wrote back to the post office 
and said, “You better turn this over to the collector: that is a matter 
for the personnel of the collector’s office to handle.” That is what 
I had in mind, and Mr. Frank’s testimony the day before yesterday 
at least indicated that there was some reluctance on the part of 1 
Intelligence Unit to make some investigation of the personnel. 

Mr. Krocu. Are you finished ¢ 

Mr. Byrnes. Yes. 

Mr. Kroon. Mr. Doolan, you have mentioned something about your 
conversations with Special Agents Snyder and Williams. You, in 
the course of your duties as deputy assigned to the Fraud Division, 
would have oceasion to work with them on pending cases; would 
you not? 

Mr. Dootan. I did With Mr. Williams; yes. 

Mr. Kroc. Would you be good enough to tell me, SO that I might 
know, how are those cases assigned to a deputy in the Fraud Divi 
sion’ How would you get cases that you would discuss with the 
special agents ¢ 

Mr. Doonan. Cases are assigned by the division chief, that is, the 
Fraud Division Chief, to the various deputies in the squad, and after 
preliminary investigation, if the evidence is such that it is felt a special 
agent should be brought into it, then a special agent is assigned to the 
case and becomes the director of it. 

Mr. Kreogu. And you work jointly with him but under him ? 

Mr. Dootan. That is right, sir. 

Mr. Krocu. But you work on only the cases that are assigned to you 
by the division chief. 

Mr. Dootan. That is true. And you are also expected to develop 
other cases as you come across them. 

Mr. Keoecu. Other fraud cases? 

Mr. Doonan. Yes; that is right. 

Mr. Krocu. Were you discussing cases that you had had assigned 
to you with Snyder and Williams? Did you have any specific cases 
that you were working with them? 

Mr. Dootan. With Williams; yes. I was working on one. 

Mr. Krogu. I get the impression—and | you can correct me if I am 
wrong—that your discussions with Snyder and Williams about such 
of the matters in your so-called bill of particulars that you discussed 
with them were discussions that you just had informally with them ‘ 

Mr. Dootan. That would be true. 

Mr. Krocu. After you got finished talking about the fraud case 
of John Jones, taxpayer, you would engage in conversation / 


Mr. Doouan. Yes. 
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Mr. Krocu. The conversation would generally revolve around per- 
sonalities in and about the office; is that right? 

Mr. Dootan. Not necessarily, not always. 

Mr. Kroon. Well, most of the time? 

Mr. Dootan. I wouldn’t say that was true most of the time. 

Mr. Keocn. You talked to them about other things? 

Mr. Doonan. Yes. I have known them for a period of years. We 
could discuss any number of things. 

Mr. Kroeu. So actually you never discussed any of these items in 
the bill of particulars with them on an official basis? 

Mr. Dootan. Except with Williams on one occasion, as I remember 
it. I don’t know what matters were discussed with them, but I do 
remember that he prepared a memorandum which he took to his 
group leader. 

Mr. Krocu. Let me understand this correctly. You are now having 
a conversation with Special Agent Williams about a rumor that you 
later include in your so-called bill of particulars and you are dis- 
cussing with him the gossip that you heard, and on the basis of your 
discussion with him of gossip that you had heard about a rumor that 
you have now included in your so-called bill of particulars, you con- 
clude that the Intelligence Unit will do nothing about these matters; 
is that right? 

Mr. Dootan. It was my conclusion that they would not at the time 
I sent the—— 

Mr. Kroon. We now have gossip carried to its second degree. You 
are gossiping now about gossip; are you not ? 

Mr. Dootan. I don’t follow you. 

Mr. Krocu. Asa result of these informal conversations with special 
agents, you make up your mind that the Intelligence Unit will not 
do its duty; is that nght? 

Mr. Dootan. Well, I didn’t feel that they would investigate the 
things. 

Mr. Kroeu. By your feeling that they would not investigate it, 
you believed they would not do what they should ? 

Mr. Doonan. Yes; that is right. 

Mr. Byrnes. There may be one little thing that needs clearing up, 
that I did not quite understand. 

Mr. Kerocu. One little thing that needs clearing up? 

Mr. Byrnes. Up to this point, Mr. Keogh. 

That has to do with the some 250 cases, I believe, that you suggested 
that you might have handled in your Fraud Section. 

What would happen to the majority of those cases? What would 
be the substance after you examined these rumors? They would not 
all necessarily have to go over to the Penal Division to have some 
action taken, would they q 

Mr. Dooran. I tried to explain that any action, joint investigations 
were discouraged so far as our cases were concerned. 

Mr. Byrnes. In other words, you would make an investigation by 
yourself. Then what would happen? You would make out a report 
on them, and who would that go to? 

Mr. Dootan. We would make a report and submit it to Mr. Boland 
for concurrence and clearance, and that would be the end of it. 

Mr. Byrnes. You say you investigated, as I understood the thing, 
about 250 of these rumor cases that would come in involving fraud. 
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How many of them would be found to have some substance? 

Mr. Dooian. I know of only two or three cases that have ever 
closed without finding some basis. 

Mr. Byrnes. Most of them had something to them ¢ 

Mr. Dootan. There was something along the way that produced a 
result, yes. 

Mr. Byrnes. Either additional revenue by way of a civil liability, 
or in a few cases a criminal matter; is that right ? 

Mr. Dootan. That is right, except for the criminal matters, because 
we were not permitted, in effect, to request joint investigations. They 
were cliscour aged. 

Mr. Keocu. Were you discouraged in making any investigations ? 

Mr. Dootan. No, because I went ahead and made my investigations. 

Mr. Kerocu. But not of these items in the bill of particulars? 

Mr. Dootan. That is right, sir. 

Mr. Keocu. You did not bother to investigate any of them ? 

Mr. Dootan. No. That was for someone else to investigate. 

Mr. Krocu. I just want to make sure that you are not changing 
your testimony with respect to that. 

Mr. Dootan. No, I haven't changed my testimony with respect to 
that. 

I should, if I may, point out that, insofar as those individuals 
were concerned, I had no personal animosity against any of them. 

Mr. Keocu. Where would these employees tell you about these 
things that you put in the so-called bill of particulars? Would they 
be in the ¢ fice 

Mr. Dooian. Yes. 

Mr. Kroon. Outside of the office ? 

Mr. Dootan. In the coffee shop, in the office, that is right. 

Mr. Krocu. In the lavatory ! 

Mr. Dootan. Well, of course, that is always a good place for rumors, 
but I doubt very much they were discussed there. 

Mr. Keoeu. In any event, Mr. Doolan, you concluded that these 
matters should not even be referred to Mr. Read at all, but should be 
referred to someone else ? 

Mr. Dootan. That is right, sin 

Mr. Campbell, I think, felt the same way with regard to the office, 
because he made the observation—— 

Mr. Di WHINp. With regard to which office. Mr. Doolan ? 

Mr. Dootan. The collector’s office. 

Mr. DeWinp. We are not talking about the collector’s office. That 
smy very point. 

You wanted an investigation made of matters in the collector’s 
office, and you-did not think that the Intelligence Unit should get a 
chance to do it. 

That is not fair to you. You did not think it was worth while 
civing the Intelligence Unit a chance to do it? 

Mr. Dootan. That is right. But his remark would be in relation 
to that insofar as he didn’t feel that a proper investigation of the 
‘ollector’s office would be made by the Intelligence Unit, either, be- 
cause—— 

Mr. DeWrnp. Just a minute. 

Mr. ¢ Campbell said to you that Mr. Read would never make a proper 


invest io ition ¢ 
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Mr. Dooran. He didn’t say that. He didn’t mention names. But 
he did say that he thought it would be advisable to call the Attorney 
General’s Office in Washington and the Justice Department, and have 
an investigation of the collector’s office made. 

Mr. DeWrxp. That was Mr. Campbell’s suggestion to you—that 
not the Intelligence Unit but the Attorney General’s Office should be 
called / 

Mr. Dooran. To call Washington and perhaps request an investiga 
tion of the collector’s office. 

Mr. DeWrnp. You see, I notice in your letter that you suggested 
that the investigation of the collector’s office should be made by the 
Intelligence Unit—namely, under Mr. Davies. 

Mr. Dootan. Yes, because Mr. Davies was a new man. 

Mr. DeWrnp. So that you really fe - that the difficulty over there 
was Mr. Read, not the rest of the office, but only Mr. Read ¢ 

Mr. Dootan. Yes, that the direct head of the Intelligence Unit per- 
haps was the reason why those things weren't being done, but with 
Mr. Davies in charge of the Intelligence Unit that perhaps that would 
be done. 

Mr. DeWtnp. And you have now stated to the committee all of 
your reasons for feeling that Mr. Read would not do the job if he 
were given the opportunity ? 

Mr. Dootan. That was my feeling, ves. 

Mr. DeWrnp. But you have now given the committee all the reasons 
that you can think of for that feeling? 

Mr. Dootan. Those were the only reasons that prompted my 
decision. 

Mr. DeWrnp. All right. Now, the Kefauver committee, while it 
was here, did not go into these matters, and so when the Kefauver 
committee left you were back where you started ? 

Mr. Doontan. That is right, sir. 

Mr. DeWtnp. Then what was the next action vou took? 

Mr. Doonan. The next action was to transmit the same thing to 
Senator Tobey. 

Mr. DeWinp. What was the result of your sending this letter to 
Senator Tobey ? 

Mr. Dootan. There was none that I know of. 

Mr. DeWrnp. You do not know of any action that was taken by 
Senator Tobey ¢ f ; 

Mr. Door AN. No, sir. 

Mr. DeWrnp. Did he reply to your letter? 

Mr. Dootan. No, sir. 

Chairman Krxe. At this point, Mr. Counsel, may I ask Mr. Doolan 
if there is any reason, then, inasmuch as this committee present here 
today has been in existence a year and a half, why we were not com 
municated with in connection with the bad situation in the San 
Francisco Collector’s Office ? 

Mr. Doonan. I don’t think I was aware of the existence of the 
committee, Mr. King. 

Chairman Kine. You were not aware? 

Mr. Dootan. No. At least at that time, I should say. 

Mr. Krocu. When did you receive the Bureau questionnaire of net 
worth to fill out? 
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Mr. Byrnes. I should think it should be pointed out, Mr. Chairman, 
that in March we were hardly in the active stage that might have 
alerted the public to our existence to any great extent. 

Mr. Keogu. I think it should be pointed out that it is almost 2 
years since the Subcommittee of the Ways and Means Committee on 
the Administration of Internal Revenue Laws was in New York. 

Mr. Byrnes. I think the people in New York may have better 
knowledge of the committee, Mr. Keogh. 

Chairman Kine. My thought was that, although I would acknowl- 
edge a lack of public information, it had been brought to my attention 
that you boys who worked in the units were alerted 24 hours after we 
were created. 

Apparently that did not get beyond the Mississippi River. 

Mr. Dootan. I wouldn’t say that, Mr. King. 

Chairman Kine. It may have been in fun, but then I had heard that 
all you boys were alerted to the fact that a committee had been 
established to investigate the internal revenue laws. 

Mr. DeWrnp. Could we have a short recess, Mr. Chairman? 

Mr. Keocu. There is a pending question. 

Mr. DeW np. I am sorry. 

Mr. Doonan. I would say I got mine in November. 

Mr. Keocu. In November? Did you know in November of last 
year that that was the result of the action that was suggested by this 
subcommittee ¢ 

Mr. Dootan. We just filled that out this vear, didn’t we? I mean, 
November of 1951. 

Mr. Krocu. Yes, 1951. That is 4 months ago. 

Mr. Doonan. Yes. 

Chairman Kine. We will have a 10-minute recess. If there is no 
objection. 

(Short recess. ) 

Chairman Kine. Proceed. 

Mr. DeWrnp. Mr. Doolan, when no action was taken by Senator 
Tobey in respect of the bill of particulars, what was the next step 
that you took regarding it ¢ 

Mr. Dootan. Mr. O'Gara took the bill of particulars and—— 

Mr. DeWinp. How did that come about? How did you come to 
give itto Mr. O'Gara ? 

Mr. Doonan. Mr. O'Gara, apparently in his capacity as adviser to 
the Seward grand jury, came across other matters relating to the 
Bureau of Internal Revenue which he and his grand jury felt might 
be investigated by that body. 

He asked me if I knew of any instances or any allegations that might 
be a matter of investigation by them. 

Mr. DeWrnp. Let us go into this in a little more detail. 

Just how did you come to discuss the matter of Internal Revenue 
personnel with Mr. O'Gara in the first place ¢ 

Mr. Dootan. Mr. O'Gara, Mr. Karesh and Mr. Nossen and I were 
working on a case at that time, which had to do with an Internal 
Revenue case. 

Mr. DeWinp. That was a tax-fraud case that you had been assigned 
to work on? 

Mr. Dootan. Yes, sir. 
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Mr. DeWrnp. And it was in the United States attorney’s office, and 
Mr. O’Gara and Mr. Karesh were working with you, and Special As- 
sistant Nossen ? 

Mr. Dooian. That is right, sir. 

So this so-called bill of particulars was given to Mr. O’Gara for 
such action as his grand jury saw fit to take, and that was given to 
him in his official capacity as United States attorney, with the under- 
standing that he had the authority to receive that information. 

Mr. DeWinpv. Where were you talking with Mr. O’Gara when this 
matter came up? 

Mr. Dooran. In his office. 

Mr. DeWrnp. That is, you were there working on this case? 

Mr. Doonan. I was there on the case, and in the discussion that 
matter came up, and those particulars were presented to him in his 
office. 

Mr. DeWrnp. Did Mr. O'Gara tell you at that time that he was of 
ficially charged with looking into matters affecting Internal Revenue 
personnel # 

Mr. Dootan. That is right, sir. 

Mr. DeWinp. And he asked you if you had an information bearing 
on that matter? 

Mr. Dootan. On any such matters, yes, sir. 

Mr. DeWrnp. And you told him that you did? 

Mr. Dootan. I told him that I had, yes. 

Mr. DeWrnp. Can you establish the date when this occurred, Mr. 
Doolan ? 

Mr. Dooran. It would have been after the Tobey letter and prior 
to the end of April of 1951. 

Mr. DeWrnp. So sometime between March 9 and April 30 this 
occurred ¢ 

Mr. Dootan. Yes, sir, that is right. 

Mr. Kean. Was the bill of particulars that vou gave to Mr. O’Gara 
exactly the same one that you gave to Senator Tobey ? 

Mr. Doonan. Yes, sir. 

Mr. Kean. There was nothing less or nothing more added to it? 

Mr. Dootan. That is right, sir. 

Mr. Keoeu. May I interrupt you there, Mr. DeWind, please? 

Mr. Doolan, I was diverted before, and I would like to return to a 
line of information I would like you to give me about the rumors 
that you set forth. 

The first rumor you said you received, I think, in 1946? 

Mr. Dootan. Yes, sir. 

Mr. Keoeu. Could you tell us when you received the second rumor ’ 

Mr. Dootan. No, that I couldn’t. The only reason I remembe1 
the 1946 one was- 

Mr. Krogu. Never mind. I assume that it was 1946. 

When did you receive the last one? 

Mr. Dootan. I wouldn’t know which was last, insofar as 

Mr. Kroon. I do not care which was last. What was the date of 
the last one, regardless of which rumor it was? 

Mr. Dootan. It would be prior to the Kefauver committee’s retur: 
to San Francisco in February of 1951. 

Mr. Keocu. So that that bill or rumors covers the period from 1946 
to February of 1951? 





INTERNAL REVENUE INVESTIGATION 2127 


Mr. Dootan. That is right, sir. 

Mr. Byrnes. Does this cover all of the rumors that were current 
around the collector’s office in that period ? 

Mr. Dootan. No, sir. 

Mr. Byrnes. You had more rumors than this as far as maladmin- 
istration or improper conduct; is that correct ? 

Mr. Dootan. Yes. There was a general feeling around there that 
the situation wasn’t as it should be, that some correction should be 
made by someone, although no one seemed to agree 

Mr. Krogu. You were not asked—— 

Mr. Byrnes. Let him finish my question. 

Mr. Krogu. I thought he finished. 

Mr. Byrnes. No. 

Mr. Dootan. Although no one seemed particularly interested in 
doing anything about it. They all felt that it should be done, but 
no one wanted to assume that responsibility. 

As I tried to point out before, one of the reasons that they didn’t 
was that it was a common feeling that were one to make charges or 
statements to the Intelligence Unit they in turn would be trans- 
mitted to the collector for investigation by the collector rather than 
by the Intelligence Unit, with the result that either the person who 
made them would be in the position of Mr. McKenney, for instance, 
or be out in the street. 

Mr. Byrnes. In other words, the reason nobody would assume 
responsibility was because of a feeling that their job might be at 
stake if they did so? 

Mr. Dootan. That would be retaliation, yes. 

Mr. Byrnes. Now you may take over. 

Mr. Kroon. Thank you. 

Did you investigate any of the other rumors that you heard but 
did not include in your bill of rumors? 

Mr. Dootan. No, sir, I didn’t. 

Mr. Krogu. You made no investigation of any of the rumors that 
you heard, whether you included them in your bill or not 

Mr. Doonan. No, for the very simple reason 

Mr. Krocu. Just tell me whether you made any investigation of any 
of the rumors you heard, whether they were included in your bill of 
rumors or not. 

Mr. Dootan. No, sir, I did not. 

May I explain why? 

Mr. Kerogu. I am not interested. 

Mr. Byrnes. I am interested, so if you would tell me, please. 

Let us get a complete story from the gentleman if we can. 

Mr. Dootan. I did it because for the most part they weren't confined 
purely to the collector's office. Those rumors were a matter of know]- 
edge in the Intelligence Unit as well, and they were quite capable of 
making the investigation if they saw fit. And in many instances there 
was no reason why they shouldn’t have made the investigation or 
initiated the investigation. 

And furthermore, it is odd that at this late date you gentlemen 
should be here, and the situation as a result of the so-called rumors 
should now produce the removal of these people in the Bureau, 
and the remarks of Mr. McKenney here this morning. 
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Mr. Krocu. Along those lines, Mr. Doolan, you in your letter to 
Senator Tobey were nice enough to suggest, among the other sug- 
gestions you advanced, that the Secretary of the Treasury accord to 
Mr. Davies full authority. 

As a matter of fact, and as a matter of law, Mr. Davies had full 
authority, did he not? 

Mr. Dootan. Yes, but—— 

Mr. Kroon. Never mind the “but.” He did have full authority, 
did he not? 

Mr. Dootan. But that needs clarification, sir. 

Mr. Keroeu. All right. 

And another one of your suggestions to Senator Tobey was that 
Walter Campbell be accorded full authority. 

Asa matter of fact, and as a matter of law, Mr. Campbell had full 
authority, did he not? 

Mr. Dootan. From what I gathered, he had not full authority. 
Why should he otherwise make the remark that perhaps he should 
call the Attorney General ? 

Mr. Krocu. Do not ask me any questions. I do not know the 
answer. 

Sut the regional counsel of the Penal Division has some authority, 
does he not? 

Mr. Doonan. He has authority, so far as I know, in connection with 
tax cases, yes; and in the prosecution of them. 

Mr. Kroau. Then the suggestion you made to Senator Tobey was 
that Mr. Campbell be accorded authority that his office would not 
normally have? 

Mr. Dooran. That he be accorded authority to assist Mr. Davies 
in any possible way. 

Mr. Krocu. He has that authority, does he not ? 

Mr. Doonan. I don’t know that, sir. 

Mr. Keocn. Did you make any effort to find out what authority 
the regional counsel has? 

Mr. Dootan. So far as I know, his only authority has to do with 
the prosecution of tax cases. 

Mr. Krocu. Then am I to understand that that suggestion would 
contemplate a change in the ordinary authority that is vested in the 
regional counsel ? 

Mr. Dootan. No; that suggestion was made inasmuch as Mr. Davies 
at that time had been here for a very short period of time. 

And furthermore, in there the suggestion was made that an out-of- 
State group of intelligence agents be sent in to the district, which I 
assume would mean that they would supersede Mr. Davies. 

And it was my thought that Mr. Davies be accorded every oppor- 
tunity to work with them, and that Mr. Campbell also be accorded 
every opportunity to work with the whole group. 

Mr. Krogu. Had you had any evidence up to that time of Mr. 
Davies’ failure to cooperate with anyone? 

Mr. Dootan. No; that was not the thought at all. The thought 
was that—— 

Mr. Krogu. I do not care about the thought. I just want to get the 
information that I would like, Mr. Doolan. 

Had you any evidence up to that time that Mr. Campbell had not 
cooperated with the special agents ? 





INTERNAL REVENUE INVESTIGATION 2129 


Mr. Doonan. There has never been any reflection on Mr, Campbell 
nor on Mr. Davies. 

Mr. Krocu. Do you mean to tell me that the reading of this sug- 
gestion does not give rise to the implication that those two men were 
not cooperating ? 

Mr. Dooran. No; there was no such implication. 

Mr. Krocn. Then why were those suggestions necessary ? 

Mr. Doonan. As I stated, were an out-of-State group to take 
over 
Mr. Keroer. I am not talking about that. I am talking about your 
suggestions 7 and 8. 

Mr. Doonan. Yes, sir. And there was no implication that they 
wouldn't be cooperative, or had not cooperated. 

Mr. Byrnes. As I understand, your suggestions there—correct me 
if lam wrong—were that these people should be given more authority 
than they had or were able to exercise without specific directions from 
Washington. 

Was that your suggestion ? 

Mr. Dootan. What I meant there was that Mr. Campbell, for 
instance, felt—and the Kefauver transcript of Mr. Davies’ testimony 
before the committee rather bears that out—— 

Mr. Krocu. Are you talking now— 

Mr. Byrnes. He is answering my question. 

I have the witness for the present time. Is that right, Mr. Chair- 
man ‘ 

Chairman Kine. You have. 

Mr. Dooran. It was the feeling of Mr. Campbell that Mr. Davies, 
being a new man in the San Francisco office, had not been completely 
apprised of the situation that existed in San Francisco. 

Mr. Byrnes. And you were not suggesting in this No. 7 that any 
authority be taken away from Mr. Davies, as I read it. 

Mr. Dootan. On the contrary. 

Mr. Byrnes. se d the same would be true as far as the regional 
counsel, Walter Campbell, you were not suggesting that there be any 
diminution of his authority ? 

Mr. Dootan. No; on the contrary, it was my thought that Mr. 
Campbell should be given every opportunity to assist Mr. Davies in 
any possible way he could. 

Mr. Byrnes. And as far as your recommendations as a whole are 
concerned, most of them have been carried out, have they not ? 

Mr. Dootan. Yes. It is my thought that they have. 

Mr. Byrnes. They did send in a special agent here, did they not, 
from an outside area? 

Mr. Dooran. That is right. 

And, furthermore, I think Mr. Frank says that he has been given 
complete charge, and that Mr. Davies is now in effect under him. 

Isn’t that right? 

Mr. Byrnes. I do not know what the situation is there. It was my 
understanding that they did bring in outside special agents to make 
an investigation, as you requested in one of your suggestions. 

Mr. Dootan. That is right. I requested, in relation to bringing 
in those special agents, that Mr. Davies be given complete authority 
insofar as possib le to cooperate with them and to exercise his own 
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authority insofar as he could, not being familiar with the situation in 
San Francisco. 

Mr. Byrnes. You also suggested that the Secretary of the Treasury 
direct the Commissioner of Internal Revenue to suspend Collector 
James Smyth and his key aides Doyle, Boland, Malone, and Beresford, 
did you not? 

Mr. Dooxan. Yes. 

Mr. Byrnes. And that has been done? 

Mr. Dooian. Yes. Because he did the same thing the November 
before in the case of Mr. Schino, another deputy, and a supervisor of 
accounts and collections, who was later reinstated after the investiga- 
tion proved that there was no charge against him, or nothing to be 
charged against him. 

Mr. Byrnes. It would seem to me from this, therefore, that probably 
your suggestions must have been fairly good, because the Department 
itself did carry out at least some of them. 

Mr. Krocu. Now let me go back to where I was before our good 
friend was nice enough to help me. 

I am not talking about any other time except the end of February 
of 1951, which I understand was the date when you prepared the first 
letter addressed to the other committee. 

Your suggestions Nos. 7 and 8, with which I am sure you are 
familiar, was to the effect that Mr. Davies should be accorded full 
authority to investigate, and Mr. Campbell be accorded full authority 
to assist. 

Now, my question is, Did you at the time you wrote that first letter 
have any evidence or any feeling, even, that Mr. Davies or Mr. Camp- 
bell would not have investigated or assisted in the investigation ? 

Mr. Dootan. No; not at all. 

Mr. Keocn. Thank you very much, 

Chairman Kine. Mr. Doolan, there is one question I have in mind 
there. 

In the course of your work as a revenue agent, all of your interde- 
partmental work and your official records are in writing, and it is 
provided that you make written memoranda of all of your work. 

It occurs to me—and I believe it is important—that I am not clear 
as to why instead of these charges or alleged offenses having been 
merely brought to the attention of those under the chief or under 
Mr. Read or Mr. Davies, instead of it being just conversation, it was 
not deemed fit by yourself or those who worked in collaboration with 
you to have submitted formally in writing to the Chief of the Intelli- 
gence Unit these charges with the request that they be investigated. 

Mr. Dootan. I think I started to answer that before, Mr. King, 
with relation to the memorandum that was prepared by Mr. Williams. 
At that time, Mr. Williams, as I sxid earlier, took the memorandum 
to his superior, and in effect was told to forget it. As a result of 
that, I did not go through the procedure that you suggested. 

Mr. DeWrnp. Mr. Doolan, I think there is something in this record 
that possibly should be clarified. In your position as a deputy col- 
lector, did you have any right or jurisdiction to investigate personne! 
cases ¢ 

Mr. Dootan. Not to my knowledge; no, sir. 
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Mr. DeWrnp. So that so far as these various allegations against 
personnel were concerned, whatever else may have been the case you 
had no right to investigate them ¢ 

Mr. Dootan. That is my understanding, and that is one of the 
reasons that they were discussed with people in the Intelligence Unit 
where those things are initiated. Our a authority has to do with 
the investigation ‘of tax cases of taxpayers. 

Mr. Kroon. But you were not acting officially when you wrote the 
letter to Senator Tobey, were you? 

Mr. Dootan. Not in my official capacity, no. 

Mr. Keoen. And you were not restrained in an official capacity to 
attempt to establish the truth or falsity of any of the rumors? 

Mr. Dootan. Nor was the Intelligence Unit. 

Mr. Krocu. I do not care about it. Iam talking about you. You 
might have made some effort to establish the truth or falsity. 

Mr. Dootan. Yes; perhaps if I had devoted the time to it, that is 
right. 

Chairman Kine. Proceed, Mr. Counsel. 

Mr. DeWrnp. I gather, Mr. Doolan, what you say now is that what 
your feeling was from what you had observed in the situation in San 
Francisco, and given the collector’s position, no group in San Fran- 
cisco could or would be willing to make an effective investigation of 
that office so long as the collector was in office and in good standing, 
is that right ? 

Mr. Dootan. That was the general impression; yes. So long as the 
situation was as it was, no one would want to initiate an investigation 
which would be referred to the collector for a result. 

Mr. DeWrnp. I think we were just at the point in the testimony 
where you were discussing taking this up with Mr. O’Gara and I 
think you had said that while you were working on this case, the matter 
came up of the situation in the internal revenue office, and Mr. O'Gara 
stated that was within his jurisdiction as assistant United States 
attorney and asked you for any information you had ¢ 

Mr. Doo.an. That is right. 

Mr. DeWinp. You then turned over to him the so-called bill of 
particulars ? 

Mr. Doonan. Yes, sir 

Mr. DeWinp. Did you turn over to him the entire Tobey letter? 

Mr. Dooian. No, sir; just the bill of particulars, just the items 
themselves. 

Mr. DeWrnp. That occurred some time prior to April 30 and after 
March 9? 

Mr. Dooran. Around April 25 

Mr. DeWinp. What next developed in connection with this bill of 
particulars ¢ 

Mr. Doonan. The next thing in connection with that was the con- 
ference with Mr. Tramutolo. Is that what you had reference to? 

Mr. DeWrnp. Let me see. You turned over the bill of particulars to 
Mr. O'Gara. Did you do anything further about it, or did you hear 

ny more about it prior to what you have just mentioned here as a 
onference with Mr. Tramutolo? 

Mr. Dootan. No. 

Mr. DeWrxp. Somewhere around April 25, you turned over the bill 
of particulars to Mr. O’Gara. 

Mr. Doouan. Yes. 
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Mr. DeWrnp. Then you did nothing further about it? 

Mr. Dootan. I did nothing further about it. From there on th: 
investigation of that matter was carried on by Mr. O'Gara and Mr. 
Taylor. 

Mr. DeWinp. Did Mr. O’Gara confer with you again about the bil! 
of particulars? 

Mr. Dootan. Yes, insofar as suggesting references or leads that 
might be used to establish either the truth or falsity of the charges 
or the allegations, and it was pointed out to Mr. O'Gara, and unde: 
stood by Mr. O’Gara, that I personally could not say whether these 
things were true or false, but that they were something to be invest 
gated to determine whether or not the situation was as set forth by 
the various people who had talked to me. 

Mr. DeWinp. You have mentioned a meeting with Mr. Tramutol: 
How did that meeting come about? 

Mr. Dooian. That came about through a telephone call from Mr. 
O’Gara’s office. 

Mr. DeWtinp. Can you identify when this occurred approximately 

Mr. Dootan. Yes. I had a note on an envelop which places it at 
April 25, ll a.m. The telephone call would therefore have been made 
on the 24th of April. 

Mr. DeWrnp. And Mr. O’Gara called you from his office? 

Mr. Dooian. No, I was in Mr. O’Gara’s office at the time the tele- 
phone call was made to Mr. Tramutolo. 

Mr. DeWrnp. Oh, I see. 

Mr. Doonan. Mr. O'Gara was at that time officially in possession of 
the bill of particulars in his capacity as United States attorney. 

Mr. DeWrnp. Assistant United States attorney ? 

Mr. Doontan. Assistant United States attorney, and adviser to that 
particular grand jury. 

Mr. DeWrxp. You were with Mr. O'Gara in his office and what were 
you talking about ? 

Mr. Dootan. There was a discussion of my acquaintance with M: 
Tramutolo. 

Mr. DeWrnp. Give the committee the whole conversation, will you ’ 

Mr. Dootan. In effect, he asked me how long I had known Mr 
Tramutolo, what I thought of him, and so on, and I told him TI had 
known him for some 22 years, and known him to be a gentleman in a!! 
respects. 

Mr. DeWrnp. Was this at the time that Mr. Tramutolo’s appoint 
ment as United States attorney to succeed Mr. Hennessy had bee: 
announced ¢ 

Mr. Dootan. Yes. It had been announced, but it had not been ce 
firmed, I don’t believe, by the Senate. Perhaps it had been. It had 
been confirmed, but he had not been sworn in. 

Mr. DeWrnp. Upon Mr. O’Gara’s inquiry you told him you had 
known Mr. Tramutolo for a good many years, and you had a hig 
regard for him? 

Mr. Dooian. That is right. 

Mr. DeWrnp. Then what occurred ? 

Mr. Dootan. Then he made reference to the bill of particulars and 
thought perhaps Mr. Tramutolo should be accorded the opportunity of 
knowing the situation surrounding the bill of particulars, or the so- 
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called allegations. With that I made a telephone call to Mr. Tramu- 
tolo and called on him the next day. 

Mr. DeWinp. Now, could you relate the conversation that took place 
when you visited Mr. Tramutolo, please ¢ 

Mr. Dootan. Yes. Larrived at Mr. Tramutolo’s office at 1: 10 o’clock 
the next day, and at that time Mr. Tramutolo went over the bill of par- 
ticulars, read the allegations, and stated, “My God, if this ever comes 
out, we won't be able to elect a Democrat in California for 20 years.” 

Mr. DeWinp. Isthat all Mr. Tramutolo said ? 

Mr. Dootan. No, sir. He said further that he had only received 
about six tax cases, or had only had about six tax cases from the Bureau 
in probably the last 6 years, or whatever the time was, and he was very 
happy that none of them had been forwarded to him, meaning by 
that 

Mr. DeWrnp. Just a minute. When you say “meaning by that,” did 
he tell you what he meant by that ¢ 

Mr. Dootan. Yes; that no one within the Bureau had sent them to 
him or had sent the taxpayer to him. 

Mr. DeWrnp. All right, go ahead. 

Mr. Dootan. He then said that he had thought that Jimmy Smyth 
had all these things under control. He further pointed out that he 
had devoted his time, his ene rey his money to the party in northern 
California, and throughout California, had been a candidate on a 
couple of occasions in order to help the party, and that he had received 
no recognition from the people who govern the party in California, and 
therefore his only allegiance was to the President himself. And to 
further emphasize that point, he said more Republicans than Demo- 
erats had voted for his confirmation, and therefore he didn’t feel any 
obligation to the party leaders here in California, and that so far as 
matters as alleged in the bill of particulars were concerned, that if 
there was any truth in them, he would go right down the middle. 

Mr. DeWinp. In other words, Mr. Tramutolo told you that as 
United States attorney, if there was anything to this bill of particu 
lars, he would go right down the line on it ? 

Mr. Dootan. He would not pull his punches. 

Mr. DeWinp. He would not pull his punches? 

Mr. Doonan. That is right. 

Mr. DeWinp. What else was said at that conversation ? 

Mr. Dootan. That was about the extent of the conversation. By 
the time he got through he had a luncheon engagement, and I re- 
turned—— 

Mr. DeWrnp. Did you report your conversation with Mr. Tramu- 
tolo to Mr. O'Gara? 

Mr. Dooran. I reported it to Mr. O'Gara. Whether I reported it 
that afternoon or the next morning, I am not sure. However, I did 
report to Mr. O’Gara because I returned the copy of the bill of particu- 
lars to Mr. O’Gara, which was actually at that time his property. 

Mr. DeWrxp. When you reported to Mr. O'Gara, did you tell him 
all of the conversations you have related ? 

Mr. Doonan. Yes, sir. It would be my recollection that I would 
have given him the conversation as it occurred. There was one other 
thing that Mr. Tramutolo said, too, having read this, he said that he 
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thought that they were using Mike Schino and the other person, whose 
name I can’t remember, in order to cover up for themselves. 

Mr. DeWinpv. Who was? 

Mr. Doonan. Meaning the organization here in town was sacri- 
ficing Mike Schino and Deputy Collector Malloy in order to take the 
heat off themselves. 

Mr. DeWrnp. Mr. Tramutolo said that to you? 

Mr. Doorian. That is right. Not only did he say that once, but he 
said it on other occasions between the time that Mr. Schino was sus- 
pended and the time in April that I talked to him. 

Mr. DeWinp. When you reported back to Mr. O’Gara, is it a fair 
summary of what you told him that Mr. Tramutolo had made this 
statement concerning the effect of disclosing these things, but never- 
theless he intended to go down the line on it? 

Mr. Dootan. Yes. He said that his allegiance was to the President 
alone, and if these things were going to reflect on the President, and 
there was any chance that they might reflect on the President, he was 
going to protect the President, rather than the organization. 

Mr. Kroeu. Let me clarify that. In one of his last answers, Mr. 
Doolan said, “He told that to us.” Who is “us”? 

( No response. ) 

Mr. Krocu. Mr. Doolan, may I ask you one question, please? 

Mr. Doo.an. Yes, sir. 

Mr. Kroon. I notice from the time you gave your bill of whatever 
it is to Mr. O'Gara, you had been describing that always as being 
officially in his possession. Do you have any particular reason for 
describing it thusly ? 

Mr. Dootan. No, except that he had requested it in his official ca- 
pacity as United States attorney and the copy was not my copy; it was 
his. 

Mr. DeWinp. Mr. Doolan, you made reference a moment ago in the 
conversation you had with Mr. Tramutolo that he referred to possible 
reflection on the President. Did he indicate to you what he meant 
by that ? 

Mr. Dootan. Yes; that if these things were true and they came out 
in such a way that they created a scandal or undue publicity, that they 
would reflect on the President, and his main concern was that there be 
no reflection on the President if he in his official capacity could go into 
such matters and—— 

Mr. DeW inp. Did he say or did he convey the meaning to you that 
only by bringing the matters out in a forthright fashion could you 
avoid reflection on the President? Was that the meaning? 

Mr. Doo.an. It was my thought that that was his meaning, that he 
would not be bound by any obligation within this State or any obliga 
tion other than his obligation to the President to sit on the thing, if 
there was any basis to it. 

Chairman Kine. The committee will now adjourn until the hour of 
10 a. m., Monday morning. Mr. Doolan, will you be able to return 
at that time for us? 

Mr. Dooian. Yes. 

Chairman Kine. Thank you. The committee is now adjourned. 

(Thereupon, at 5:10 p. m., a recess was taken until Monday, Feb 
ruary 11, 1952, at 10 a. m.) 
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MONDAY, FEBRUARY 11, 1952 


Houser or REPRESENTATIVES, 
SUBCOMMITTEE ON ADMINISTRATION OF THE INTERNAL 
Revenve Laws or THE COMMITTEE ON Ways AND MEANS, 
San Francisco, Calif. 

The subcommittee met, pursuant to recess, at 10 a. m., in room 
276. Main Post Office Building, San Francisco, Calif., Hon. Cecil 
R. King (chairman of the subcommittee) presiding. 

Present: Representatives King, Keogh, Kean, Curtis, and Byrnes. 

Present also: Adrian W. DeWind, chief counsel; Bruno Schachner, 
special counsel; John E. Tobin, assistant counsel; Donald Schapiro, 
assistant counsel: Walter A. Taylor. 

Chairman Kine. Mr. Doolan, will you come forward, please? You 
have been previously sworn. Be seated, please. 


TESTIMONY OF THOMAS DOOLAN, DEPUTY COLLECTOR OF INTER- 
NAL REVENUE, SAN FRANCISCO, CALIF.—Resumed 


Mr. DeWinp. Mr. Doolan, on Friday you had just related here your 
conversation with Mr. Tramutolo on or about April 25, 1951, and 
your conversation on the same day or the following day with Mr. 
O'Gara, in which you reported back to him what you said to Mr. 
Tramutolo, and what Mr. Tramultolo had said to you. 

Mr. Dootan. Yes, sir. 

Mr. DeWrnv. What was the next thing you did in connection with 
this bill of particulars ? 

Mr. Doonan. I did nothing further from there on. It was handled 
by Mr. O’Gara. 

Mr. DeWrnp. When did Mr. O'Gara next speak to you about any- 
thing related to the bill of particulars? 

Mr. Dootan. I imagine on several occasions Mr. O'Gara consulted 
with me regarding the bill of particulars. 

Mr. DeWinp. Did Mr. O’Gara on or about May 9 or 10 call you and 
isk you to meet with him and with some other people ? 

Mr. Doonan. No, sir. 

Mr. DeWinp. Did you in fact meet with Mr. O’Gara and some 
other people and discuss this bill of particulars and the various allega- 
tions in it? 

Mr. Dootan. No. The only person I met, and it was not an arranged 
meeting, was Mr. Hirschman, who happened to be at Mr. O’Gara’s 
house one evening. 

Mr. DeWinpb. What was the date or approximate date of that meet- 


ing ? 
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Mr. Dootan. I don’t know the date of that, but Mr. O'Gara would 
Mr. DeWrnp. Prior to this meeting that you had just begun to 
mention with Mr. Hirschman, had you met with Mr. O’Gara and 
Mr. Seward, who was foreman of the so-called Seward grand jury? 

Mr. Dootan. I had not met Mr. Seward. I was present. 

Mr. DeWrnp. Had you been together with Mr. Seward and M; 
O'Gara? 

Mr. Dootan. Yes, sir. 

Mr. DeWrnp. How did that come about ? 

Mr. Dootan. So far as I remember, I had been invited to M 
O’Gara’s for dinner, and met him on the way, and he was meeting M: 
Seward, and I went along. 

Mr. DeWrnp. Mr. O'Gara had called you and invited you to dinner’ 

Mr. Dootan. Mrs. O'Gara. 

Mr. DeWinp. Mrs. O’Gara had invited you to dinner, and on thy 
way to their house you met—— 

Mr. Dooian. I had arranged to meet Mr. O’Gara on the way, and 
we stopped off for this meeting with Mr. Seward. So far as I know 
there was no discussion of anything pertaining to the bill of parti 
lars. 

Mr. DeWinpv. Where did you meet with Mr. Seward and M: 
O'Gara? 

Mr. Doonan. At the Sir Francis Drake. 

Mr. DeWrnp. Can you remember what day that occurred ? 

Mr. Dootan. No. I have no recollection of the date. 

Mr. DeWrnp. But it was some time before this meeting with M: 
Hirschman ? 

Mr. Dootan. That I could not say, whether it was before or after. 

Mr. DeWrnp. What was said? 

Mr. Dootan. What was said ? 

Mr. DeWrnp. Excuse me. You were going to say something mor 
about the time. 

Mr. Dootan. Iam not sure whether it was before or after. 

Mr. DeWrnp. Is there any way that you can fix it in relation t 
other events so we might be able to arrive at the time when you met 
with Mr. Seward and Mr. O'Gara at the Sir Francis Drake? 

Mr. Dootan. No, because there was no discussion of the bill of par- 
ticulars, and I have no recollection of any discussion that was ha 
there. 

Mr. DeWrnp. You just remember you met. Where did you meet 
in the hotel ? 

Mr. Doonan. It was in one of the rooms of the hotel. 

Mr. DeWrnp. One of the hotel rooms? 

Mr. Dootan. That is right. 

Mr. DeWinp. One of the bedrooms of the hotel ? 

Mr. Dootan. I don’t know whether it was a bedroom—— 

Mr. DeWrnp. It was not one of the public rooms of the hotel ? 

Mr. Dootan. No, is wouldn’t be one of the public rooms. 

Mr. DeWrnp. It was a private room? 

Mr. Dootan. It was a private room. 

Mr. DeWrtnv. Who was there beside Mr. Seward and yourself ani 
Mr. O'Gara? 

Mr. Dooian. I think at some later time that Mr. Montgomery cam 
inand Mr. Hyer, for a few moments. 
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Mr. DeWinp. What subjects were discussed at that meeting ? 

Mr. Dootan. That I don’t know, because I have no independent 
recollection of it. 

Mr. DeWrnp. Did you participate in the discussions ? 

Mr. Dooptan. No. It wasn’t anything that pertained to me and I 
had no active interest in it. 

Mr. DeWinv. How long were you there, Mr. Doolan ? 

Mr. Dootan. I don’t know how long it lasted. It could not have 
lasted long. 

Mr. DeWinp. What would you say’ Were you there an hour? 

Mr. Dootan. I doubt that it was an hour because it is my recollec- 
tion that Mr. Seward was pressed for time. 

Mr. DeWinv. During the meeting, you did not participate in the 
conversation at all, is that correct ? 

Mr. Dootan. That is my recollection of it, ves, sir. 

Mr. De Winn. Nobody said anything to vou and you said nothing to 
anybody ? 

Mr. Dootan. I was not asked any questions, no. 

Mr. DeWinp. And vou say vou do not recall anything that was dis- 
cussed during that meet ing ¢ 

Mr. Dootan. No. sir. 

Mr. DeWinp. Is it not a fact. Mr. Doolan, that at that meeting there 
was a somewhat lengthy discussion of all of these allegations concern- 
ing the collector’s office ? 

Mr. Dootan. No. As a matter of fact, the only recollection that I 
ever had of discussing those was with Mr. Hirschman at Mr. O'Gara’s 


nouse. 


Mr. DeWrnp. And you remember nothing of this meeting at the 


Sir Francis Drake, nothing that was said ¢ 

Mr. Dootan. I had no active interest in it. 

Mr. DeWinp. That is, no discussion was had of any of these matters 
that you were interested im? 

Mr. Doonan. No, sir. 

Mr. DeWInNp. You were interested in the allegations of the bill of 
particulars, so if that had been discussed, or any matters concerning 
the collector’s office, you would certainly remember it? 

Mr. Dootan. That is right. The only discussion that was ever 
had on those matters was at the time Mr. Hirschman appeared at Mr. 
O’Gara’s house. 

Mr. DeWinv. Then there was this meeting at the Sir Francis Drake, 
ind then the next thing you recall having anything to do with the 
bill of particulars was a meeting with Mr. Hirschman; is that correct ? 

Mr. Dootan. Yes. 

Mr. DeWinp. In the meantime had you appeared before the grand 
jury ¢ 

Mr. Doonan. No, sir. 

_ Mr. DeWrnpv. This was prior to any appearance before the grand 
jury? 

Mr. Doonan. That is right. I believe that Mr. O’Gara would nec- 
essarily have had to present these matters to the Taylor grand jury 
and it was on the day or sometime after the day he presented the 
matters to the Taylor grand jury that Mr. Hirschman was at Mr, 
OGara’s house when I arrived. 

Mr. DeWtnp. Just a minute. Now, who was Mr. Hirschman ? 
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Mr. Dootan. I was told at that time he was a member of the Tay|: 
grand jury. 
Mr. DeWrnp. A member of the Taylor grand jury ? 
Mr. Doouan. Yes, sir. 
Mr. DeWrxp. Where did you meet with Mr. Hirschman ? 
Mr. Doonan. As I said, he was at Mr. O’Gara’s home when | 
arrived. 
Mr. DeWrnp. Mr. O’Gara had invited you to come to his home? 
Mr. Doonan. Yes. 
Mr. DeWrnp. Was that on May 21? 
Mr. Doonan. As to the date, I don’t know. Mr. O’Gara would 
know that. However, it would have been after May 16. | 
Mr. DeWrnp. It was after May 16? 
Mr. Doonan. Yes. 


Mr. DeWrnp. Shortly after May 16? 
Mr. Dootan. Yes. , 
Mr. DeWrnp. You have no independent recollection of the precis: 
date? 
Mr. Dootan. The precise date; no. 
Mr. DeWrnp. When Mr. O’Gara asked you to come to his home, I 
assume it was in the evening? ; 
Mr. Dooian. Yes. I had another previous engagement, and | 
asked if I was in that neighborhood to drop by for a drink, if I ¢ 
through in time, and it is my recollection that I arrived ely at 
approximately 8:30 o'clock. . 
0 


Mr. DeWrnp. Did Mr. O’Gara tell you why he wanted you t 
come ¢ : 

Mr. Door AN. No. sir. u 

Mr. DeWinp. No specific reason ? 

Mr. Dooian. No. 

Mr. DeWinp. You arrived there at about 8 or 8: 30. 

Mr. Doonan. It was about 8: 30. d 

Mr. DeWrnp. And who was there ? 

Mr. Doonan. Just Mr. Hirschman. 

Mr. DeWinp. Mr. O'Gara introduced Mr. Hirschman to you? 

Mr. Doonan. He introduced Mr. Hirschman to me and then it w 


brought out that Mr. Hirschman was a member of the grand jury a 
interested in knowing what sources the grand jury might utilize = 
order to determine the truth or falsity of the allegations, which M: = 
O'Gara had made to them in their secret session on the 16th. - 
Mr. DeWinp. You had with you at that time a copy of the bill « 
particulars, did you ? vo 
Mr. Dootan. No, sir; I did not. 
Mr. DeWrnp. You did not? ng 
Mr. Dooian. No. Bi 
Mr. DeWinp. Did Mr. Hirschman or Mr. O’Gara make any ex al 
planation as to why you should be meeting at Mr. O’Gara’s home, ' 


rather than at a grand jury meeting? 

Mr. Dootan. Except that it was within the province of the Uni ” 
States attorney to elicit that information. 

Mr. DeWinp. Mr. O'Gara told you that this was within his province 
to have a meeting with you and one member of the grand jury? 

Mr. Dootan. No; not that. Just merely that it was within h 
province to have that information, and so far as I know, it was also 
the right of the juror to know it. 


to 
Ot 
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Mr. DeWrnp. He told you that it was perfectly all right for you 
to discuss this freely with Mr. Hirschman because it was within Mr. 
Hirschman’s prerogative to get this information and within Mr. 
O’Gara’s prerogative to see that he got it; is that the gist of it? 

Mr. Doonan. No, sir; not necessarily to see that he got it, but to 
have the information in order to prove whether or not the allegations 
were true or false. 

Mr. DeWrnp. How did this discussion come about? Did you raise 
some question as to the propriety of the discussion with Mr. Hirsch- 
man ¢ 

Mr. Dootan. No. I was hesitant, I believe. Obviously I didn’t 
know who Mr. Hirschman was or what he was. 

Mr. DeWrnp. You say you were hesitant ? 

Mr. Dooran. Yes; I would necessarily be. 

Mr. DeWrnp. And then did you ask Mr. O’Gara whether it was all 
right to go ahead and discuss it? 

Mr. Doonan. I possibly did. I can’t say that I did. But I do 
know that I would be hesitant in any situation where confidential in- 
formation was being passed. 

Mr. DeWrnp. But in any event, you do recall specifically that you 
were assured that this was the proper thing to do? 

Mr. Doovan. Yes; that is right. 

Mr. DeWinv. Would you please—— 

Mr. Dooran. And I rather think that Mr. Hirschman gave me to 
understand that was perfectly proper inasmuch as he was a member 
of the jury. 

Mr. DeWinp. You are quite certain you recall Mr. Hirschman say- 
ing something like that ? 

Mr. Doonan. Yes; I am sure whatever hesitancy I had was dissi- 
pated by both Mr. O’Gara and Mr. Hirschman. 

Mr. DeWrnpv. Now, would you please tell the committee in as great 
detail as possible just how the conversation proceeded from there on, 
who said what and who did what? 

Mr. Dooian. I was given a copy of the so-called bill of particulars 
which had been prepared by Mr. O’Gara’s secretary. Mr. O'Gara 
had a copy and Mr. Hirschman had a copy. We went down the list 
and insofar as we could noted the sources and the documents or other 
means that might be utilized to determine whether or not these things 
were true or false. It is my recollection that Mr. Hirschman made 
notations on the margin of his copy for his use in the grand-jury room. 

Mr. DeEWinpv, These notations were with regard to things that you 
told him ? 

Mr. Dootan. They would be who told you this, what is your source, 
or what documents could be requisitioned through channels from the 
Bureau to determine whether or not there was any basis for this 
alleeation or that one. 

Mr. DeWrnp. And when you would give them the information as 
to the source of your allegation, and the persons that might be called, 

would make notes of these ¢ 

Mr. Dootan. Notes were made on the margin. Mr. O'Gara had in- 
dependent sources, I believe, as to some of the allegations. 

Mr. DeWrnp. Can you remember any of those sources / 

Mr. Dootan. I think perhaps in some of them there was a reference 
to the California Crime Commission, also to the Kefauver reports. 
Other than that, specifically, I don’t know what his sources are. 
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Mr. DeWinpv. What else occurred during the meeting? What else 
was said ¢ 

Mr. Dootan. That was the extent of it. I believe we left at 10 o’clock 
and Mr. Hirschman dropped me at the bus stop and I went on home. 

Mr. DeWrnp. In the course of that meeting, you went over each of 
the items in the so-called bill of particulars ? 

Mr. Dootan. Yes, sir. 

Mr. DeWrnp. Was there any discussion during this meeting as to 
why you were meeting with one member of the grand jury at Mr. 
O’Gara’s home, rather than appearing before the entire jury to give 
them this information ? 

Mr. Doo.tan. No. 

Mr. DeW rnp. That question was not raised by you or anybody else ? 

Mr. Dootan. No. As I say, there was some hesitancy on my part to 
discuss the thing, but after I had been assured that it was not im- 


proper— - 
Mr. DeWrnp. Can you say was that hesitancy based upon the 


idea sane 

Mr. Dootan. No; it is based upon the idea that insofar as Bureau 
matters are concerned we don’t discuss them with people on the out 
side. Discussing them with Mr. O'Gara in his office is one thing, in his 
official capacity as United States attorney. 

Mr. DeWinp. Mr. Doolan, after this meeting, was the next connec- 
tion that you had with the matter your appearance before the grand 
jury ¢ 

Mr. Doonan. Yes, sir. 

Mr. DeWrnp. On what date did you appear before the grand jury; 
can vou recall ¢ 

Mr. Dootan. It would be in the latter part of that year. 

Mr. DeWrxp. Was that the only appearance you made? 

Mr. Dootan. No; I made another appearance in, I think, the first 
week in August. 

Mr. DeWrnp. In addition to those two appearances before the 
grand jury, did you ever have any communication in any other way 
with any members of the grand jury? 

Mr. Dootan. Yes. 

Mr. DeWrnp. I do not wish to ask you of any communications be 
tween you and the grand jury that took place in a grand-jury meeting. 
It would only be communications to members of the grand jury not in 
meeting of the grand jury. You say that occurred ? 

Mr. Dootan. Yes. 

Mr. DeWinp. Would you please tell the committee when and what 
occurred in that connection ? 

Mr. Dooran. I am not quite sure that I—I am in a peculiar positio 
there, inasmuch as Judge Fee has or is making some sort of ruling 
this morning on that very thing. 

Mr. DeWinp. I want to make clear, Mr. Doolan, T do not wish to 
ask you to report anything that transpired any any grand-jury meet- 
ing, at least for the time being. 

Mr. Dootan. Yes. 

Mr. DeWrxp. Iam simply asking you to report any communications 
between you and any individual members of the grand jury outside 
of an official grand-jury meeting, and as to that I think there can be 
no question as to the propriety of the question. 
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Mr. Dooian. Yes. To the secretary of the grand jury. There 
were four or five memoranda sent to the secretary of the grand jury. 

Mr. DeWrnp. You transmitted four or five memoranda ¢ 

Mr. Dooian. That is right, and the grand jury had expressed the 
wish that I assist them in any way or feel free to assist them in any 
way possible. I asked the secretary of the grand jury if that was 
proper, and was advised that it was. 

Mr. DeWinp. Do you have copies of the memoranda that you trans- 
mitted ? 

Mr. Dootan. No, sir. 

Mr. DeWrnp. You say you do not have any copies? 

Mr. Dootan. No: I do not. 

Mr. DeWinp. eg? you not retain any copies of these memoranda ¢ 

Mr. Dootan. No, s 

Mr. DeWinp. Dial - you prepare them yourself ? 

Mr. Doonan. Yes, sir. 

Mr. DeWinv. Were they typewritten ? 

Mr. Dooutan. Yes, sir. 

Mr. DeWrnp. At the time they were typewritten were no carbons 
made ? 

Mr. Doonan. No, sir. 

Mr. DeWinp. Just the original? 

Mr. Dootan. That is my recollection. 

Mr. DeWinp. Did you type them yourself ? 

Mr. Dooian. Yes. 

Mr. DeWinpv. And did you transmit these by mail ? 

Mr. Dootan. Four of them were transmitted by mail and one was 
delivered to the secretary of the grand jury. 

Mr. DeWinp. You mailed them to this person who was secretary of 
the grand jury ¢ 

Mr. Doouan. Yes. 

Mr. DeWrnp. To his or her residence ? 

Mr. Dooian. To the residence; yes. 

Mr. DeWinp. Four by mail and one in person you delivered? 

Mr. Dooian. That is right. 

Mr. DeWinp. Who was the secretary of the—— 

Mr. Dooran. Mrs. Hillary Crawford. 

Mr. DeWrnp. Was that the full extent of any communications be- 
tween vou and any members of the grand jury? 

Mr. Dootan. Of the grand jury! Yes. 

Mr. DeWrxp. Outside of your official appearances before them. 

Mr. Dootan. That is right. 

Mr. DeWinp. Were you thereafter questioned by anybody concern- 
ing your relationship with this bill of particulars ? 

Mr. Dootan. By the grand jury; yes. 

Mr. DeWinp. You were questioned by the grand jury? 

Mr. Dootan. Yes. 

Mr. DeWinp. Did anybody else ever question you about it? 

Mr. Dootan. Yes; the Intelligence Unit. Yes; just the Intelligence 
Unit, other than the grand jury. 

Mr. DeWrnp. The only persons who ever made any official interro- 
gation of you were the representatives of the Intelligence Unit ? 

Mr. Dootan. That is right. 

Mr. DeWinv. When did that happen? 
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Mr. Dootan. On October 12. 

Mr. DeWinp. On October 12, 1951? 

Mr. Dootan. Yes, sir. And then at a later date by Mr. Frank an 
Mr. August and Mr. Hoefke. 

Mr. DeW inv. Who questioned you on October 12? 

Mr. Dootan. Mr. Sherman. 

Mr. DeWinp. Who is Mr. Sherman? 

Mr. Dooxan. He is a member of our Intelligence Unit. 

Mr. DeWtinp. And he questioned you on October 12? 

Mr. Dootan. Yes, sir. 

Mr. DeWrnp. What was the general nature of his questioning ’ 

Mr. Dooran. The source of the various allegations and the basi: 
for them insofar as I knew. 

Mr. Krocu. Was that to determine the truth or falsity of thos 
allegations? 

Mr. Dootan. No, sir. That was to determine the sources. 

Mr. Keogu. And if you determined the sources, you could the: 
pursue that and determine the truth or falsity ¢ 

Mr. Dootan. Yes, sir, that is what he wished to obtain. 

Mr. DeWrnp. Mr. Chairman, I have a photostatic copy of the 
transcript that was made of this October 12 interview between M: 
Sherman and Mr. Doolan. It is 51 typewritten pages. Do you wish 
to make that a part of our record here? 

Chairman Kine. What is counsel’s opinion ? 

Mr. DeW inp. I would recommend that it be made a part of the 
record here. 

Chairman Kine. If there is no objection, it is so ordered. 

(In view of the possible effect of publication on pending matters, 
the subcommittee has unanimously agreed to preserve the docum: 
referred to as part of the record of its executive sessions at the present 
time. ) 

Mr. DeWrnp. Mr. Doolan, in the questioning that occurred on 
October 12, did anything occur as to which you have any criticism 
Wiis there anything in your view in the type of questioning? 

Mr. Dootan. No. I felt that Mr. Sherman was doing his job 
he should doit. I have no criticism of that. 

Mr. DeWrnp. You did not feel that you were being subjected 
unfair or improper questioning ? 

Mr. Dootan. No; not at all. I mean, that is part of his job. 

Mr. DeWtinp. Was Mr. Sherman, in your view, entirely courteous 
to you! ' : 

Mr. Dootan. Yes; he always has been at all times. 

Mr. DeWrnp. You have said that at a later date you were qu 
tioned by the Intelligence Unit again, by Mr. Frank and some othe! 
people ? 

Mr. Dootan. Primarily by Mr. August and Mr. Hoefke, with Mr. 
Frank putting in an appearance just briefly. 

Mr. DeWrnp. Mr. August principally conducted the interrogation | 

Mr. Dooian. That is right, sir. 

Mr. DeWinp. Do you know who Mr. August is? 

Mr. Dootan. Yes, sir. 

Mr. DeWinp. Who is he? 

Mr. Doo.an. I understand he is a special agent from Denver. 

Mr. DeWinp. That is Mr. J. Perry August? ‘ 
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Mr. Dooran. I understand that is his name. 

Mr. DeWinp. Mr. Hoefke is H-o-e-f-k-e? 

Mr. Doonan. So far as I know. 

Mr. DeWrnp. F. H. W. Hoefke. 

Mr. Dootan. Yes. 

Mr. DeWrnp. You said that during this questioning, Mr. Frank 
was in and out? 

Mr. Dootan. Yes. I think Mr. Frank made possibly three or four 
appearances. I am not too sure how many times he came into the 
room. 

Mr. DeWinp. What was the general nature of this interrogation ? 

Mr. Dootan. That again was much on the order of Mr. Sherman’s 
interrogation in an attempt to ascertain the same information that 
Mr. Sherman had gotten previously. 

Mr. DeWrnp. The record indicates that this interview took place 
on November 23, 1951. 

Mr. Dootan. That would be right. I think the interview lasted, 
so the stenographer told me, from 9 in the morning until 5 some- 
thing in the afternoon. 

Mr. DeWrnp. As to this questioning, Mr. Doolan, let me ask you 
the same question. In your view was there any improper form of 
questioning? Were you subjected to any police treatment in the 
course of the interrogation ? 

Mr. Doorian. I thought it was not conducted in the same manner 
as that of Mr. Sherman’s. I have not seen the transcript, but it is 
my recollection that it was conducted with a certain amount of ani- 
n osity to begin with, and that obtained throughout the course of 
the interrogation. Whether or not that is the way Mr. August and 
Mr. Hoefke conduct their interrogations, I wouldn’t know. 

Mr. DeWrnp. I guess we should be more specific about it. Were 
any threats made against you at that time? 

Mr. Dootan. Well, I don’t know whether the statements that I 
remember or the remarks that I remember could be construed as 
threats, such as, “Don’t lie to me; don’t perjure yourself to me,” or 
that sort of thing. I thought it was improper, and certainly not con- 
ducive to getting that information that they wanted. 

Mr. DeWrnpv. The purpose of the interview was to get information 
from you as to these allegations, as to the source of them, and any 
additional information you could give to aid in the investigation ¢ 

Mr. Dootan. That is right. 

Mr. DeWrnp. In general, did the interrogation follow those lines? 

Mr. Dootan. Yes, it followed the same lines, just as Mr. Sherman’s 
had. 

Mr. DeWrnv. Were there any other questions that were put to you, 
or any other statements made to you in addition to those you have 
mentioned which seemed to you to be improper and not designed to 
elicit the information in the best way ? 

Mr. Dootan. I am not too familiar with the thing to know, and 
other than that I would not be able to say. 

Mr. DeWrnp. In the course of that interview, Mr. Doolan, were you 
given a full opportunity to state everything that you knew / 

Mr. Dooian. Yes. 
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Mr. DeWrnp. On how many occasions do you recall that anything 
was said to you in the nature of “Now, don’t lie, don’t perjure your- 
self’, and such admonitions as that ? 

Mr. Doo.ian. I think at least on two occasions that I remember 
There may have been more. It was my impression that there was a 
disposition on the part of the interrogators or that they disliked th. 
job that they had to do insofar as the investigation of the district was 
concerned. 

Mr. Kean. Mr. Chairman, may I ask a question along that line? 

Chairman Kine. Mr. Kean. 

Mr. Kean. Was the attitude of Mr. August and Mr. Hoefke that of 
protecting members of the club from having any other members sug 
gest that they had done anything wrong, and therefore you were the: 
doing something not quite according to Hoyle? 

Mr. Dooxtan. I gathered from some of the—I don’t know the exact 
questions, you will probably find it in the transcript itself, inasmuc! 
as I have not seen the transecript—but it was my impression that M: 
August was more perturbed about the fact that allegations had bee 
made against the people in the top echelon of the organization, an 
not so much interested in determining whether or not some malpractices 
actually existed. 

Mr. Kean. In other words, the statement I just made was aprox 
mately your impression of their attitude ? 

Mr. Dootan. That is right. 

Mr. Kean. Contrary to the fine attitude of Mr. Sherman to try 
get at every fact and try to find out the truth ¢ 

Mr. Dooian. That is right. 

Mr. Byrnes. At this point you say you never received a copy of 
the transcript / 

Mr. Dootan. The interrogation was never completed. As the secr 
tary told me, I was there from 9 in the morning until five something 
in the afternoon, and I was told that it would be continued the follow 
ing Monday morning. It was on a Friday. It was not continued 
nor was I ever questioned further by Mr. August or Mr. Hoefke. 

Mr. Byrnes. Did you ever request a copy of that transeript ¢ 

Mr. Dootan. No, sir, I had not. 

Mr. Byrnes. Did you get a copy of the transcript of Mr. Sherman 
interview with you? 

Mr. Dootan. Yes, sir. I had not requested it, inasmuch as it w 
incomplete and had not been completed. 

Mr. Byrnes. In other words, your reference to not having seen t! 
transcript, you are not criticizing the failure of anybody to furnis 
you with a transcript? 

Mr. Dooian. Oh, no, not at all. 

Mr. DeWinp. Did you ever sign and swear to this statement ? 

Mr. Dootan. No. As I say, it was never completed and therefor 
nothing further was done about it. 

Mr. DeWrnp. Mr. Chairman, I would suggest that the transcrip! 
of this interview be made a part of our record, and I think in this 
case, and in the case of the other transcript, that it should be subject 
to the reservation that the committee might wish to eliminate part: 
of it or certain names. 

Chairman Kine. If there is no objection, it is so ordered. 
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(In view of the possible effect of publication on pending matters, 
the subcommittee has unanimously agreed to preserve the document 
referred to as part of the record of its executive sessions at the present 
time. ) 

Mr. Byrnes. At the time that Mr. Sherman questioned you, and 
also at the time you were questioned in November, did they ask you 
for other instances of questionable action by agents of the Bureau in 
addition to those that you had listed in your bill of particulars, or did 
they limit themselves pretty much to the bill of particulars! 

Mr. Dootan. I do know that, in the case of Mr. August, that 
would be true. Whether or not Mr. Sherman did, I would have to go 
through this transcript to determine. However, in the case of Mr. 
\ugust, he did. 

Mr. Byrnes. He asked you for any other instances you might have ? 

Mr. Dooian. Yes. 

Mr. Byrnes. And did you give them? 

Mr. Doonan. I gave him two instances that are not in the allegations 
in the bill of particulars. 

Mr. Byrnes. Have you discussed those items with anybody on our 
staff or advised them of those items ? 

Mr. Doonan. Yes. I reported, a report at the request of Mr. Blote 
was made for Mr. Tobin. Whether or not Mr. Tobin received it, I 
don’t know. Mr. Tobin, I think, has received the information. 

Mr. Byrnes. These items would show in this transcript anyway, 
would they not? 

Mr. Doouan. Yes, sir. 

Mr. DeWinpv. Would you say that the points in this interrogation 
where you felt there was hostility or on which you were questioned 
in a way that you felt was improper related to matters where you 
could not recall the material as to which you were being questioned, 
or as to which your sources were unverifiable hearsay ? 

Mr. Dootan. That could possibly be, but it is also my recollection 
that at least the hostility that I felt applied or was in relation to the 
individuals. By that I mean the individuals in the collector's office 
who were in charge of the collector’s office. 

Mr. DeWrnp. I am simply trying to get at this: Would it be your 
feeling that the hostility grew out of your inability to support your 
allegations or your inability to recall the answers to certain questions ? 

Mr. Doo.an. That could very easily be, but also to some degree it 
was based on the feeling of a more personal relationship with the 
members of the staff who Mr. August felt were probably not as much 
to blame as would be indicated. That was the impression I got. 

Mr. DeWrnp. Specifically, was anything said to you in the course 
of that that was not made a part of the record, to your knowledge? 

Mr. Dootan. Perhaps Mr. Frank’s remarks might not be a part of 
the record. It is my recollection that the stenographer stopped taking 
dictation when Mr. Frank was speaking. Not having seen the tran- 
script, [ would know whether his remarks are part of the transcript 
or not. 

Mr. DeWinp. Specifically, was anything said to you that was either 
transeribed, to your knowledge, or not transcribed, which in any way 
was a threat that you should not disclose any information? Was 
there any attempt to stop you from giving information ! 

Mr. Dootan. I don’t think so. 
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Mr. DeWrnp. So that the entire drive of the interview was to elicit 
information and not suppress it in any way? 

Mr. Dootan. That is right, but by the same token there was a 
definite animosity throughout the whole thing. 

Mr. DeWrnp. And that animosity related to failure to provide in 
formation that was desired or inability to substantiate—— 

Mr. Dootan. Inability to react as quickly as they would wish, o1 
to be as precise as they would wish. 

Mr. DeWrnp. And just one more thing. Were any specific threat 
made against you in any way? Were you threatened in any way 
with any retaliation ? 

Mr. Dootan. No. 

Mr. DeWrnp. Or unfair action? 

Mr. Doonan. No. 

Mr. DeWinp. You did mention that it was said to you, “Don’t li 
about that” or “Don’t perjure yourself.” 

Mr. Dootan. That is right, or “Stop lying to me.” It was posi 
tive as though they already had the answer 

Mr. Kean. Wait a minute. There is quite a difference between 
“Don’t lie” and “Stop lying.” 

Mr. Doonan. I think you will find in the transcript it says, “Stop 
lying to me”, or “Don’t he to me.” 

Mr. DeW inp. What was that in relation to, can you recall ? 

Mr. Dooran. No, sir, I can’t. 

Mr. DeWrnp. Specifically, which was it Mr. Doolan, “Stop lying” 
or “Don’t lie”? 

Mr. Dooran. I think it could be both. 

Mr. DeWrnp. It could be. You do not precisely recall? 

Mr. Dootan. No, I have not seen the thing. It has been severa! 
months since that occurred. 

Mr. Byrnes. According to your recollection of what they said and 
the way they said it, did you get the impression that they were a 
cusing you at the time of lying to them? 

Mr. Doosan. Yes, definitely so. I do remember this. I think Mr 
August said, well, in effect, “You sided with the outs against the ins.’ 
I think that is in the record. 

Mr. Byrnes. Of course, there is no question about that, is there? 

Mr. Dootan. No, that is quite true. 

Mr. Kran. You sided on the question of honesty and decency ? 

Mr. Doonan. Yes, and I still feel that way. I feel that all the 
people in the Bureau are honest and hard working, and they have th: 
right to have the respect of the public and not have whatever cloud 
was hanging over this place for the last 15 years as Mr. McKenne) 
has pointed out. I felt that it should be lifted. 

Mr. Kean. The great mass of the employees of the Bureau are 
fine, honest, hardworking public servants, are they not? 

Mr. Dootan. They definitely are. 

Mr. Kroen. Mr. Doolan, you would always think that the side you 
were on was the side of honesty and decency, would you not? 

Mr. Dootan. Yes, certainly. 

Mr. Byrnes. There is one thing, Mr. Doolan, that I have been wo 
dering about. In your testimony on Friday, you told us how you 
received information concerning the allegations that are made in the 
bill of particulars from various other personn~| working in the Bureau 
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and with whom you came in contact. You also stated, if I recall cor- 
rectly, that nobody made complaints officially because of fear of re- 
taliation. I wonder if you could tell us how come you were willing 
to take the responsibility of bringing these allegations to sources that 
you thought might initiate action? 

* Mr. Dooian. Had it been possible, I would have been very happy 
to have been in a position to take them to Mr. Read or the head of 
the Intelligence Unit. Inasmuch as it wasn’t, and I think that Mr. 
Frank has demonstrated, for instance, as has Mr. McKenney, that the 
only possible thing to do was to bring it to the attention of a com- 
mittee, such as yours, or of the Kefauver committee. The reason 
it was brought to the attention of the Kefauver committee was the 
fact that in my opinion it required a group outside the Bureau com- 
pletely, who had investigators of their own, to determine whether 
or not there was any truth to the rumors and the allegations that were 
made. 

Mr. Byrnes. It would appear to me that other people in the Bureau 
must have had somewhat the same knowledge you had of what was 
going on here. 

Mr. Doonan. That is true. 

Mr. Byrnes. And we have had evidence that this situation has been 
going on for some considerable number of years. 

Mr. Doonan. Yes. 

Mr. Byrnes. How is it that you were willing to take the respon- 
sibility yourself of initiating this disclosure ? 

Mr. Dooran. I just felt strongly enough about it to feel that it 
should be done. Other than that, I can’t explain it. I know it is an 
unpopular thing to do. I appreciate and did appreciate that it was 
coing to be a gruelling thing. It has been all of that. 

Mr. Byrnes. Did you not appreciate that there, too, was the possi- 
bility of repercussions as far as your job and your position was 
concerned ? 

Mr. Dootan. Yes, sir; I did. 

Mr. Byrnes. But you were willing to take the possibility? 

Mr. Dooran. I was willing to take it, and I am still willing to take it. 

Mr. Byrnes. That is all. 

Mr. Dootan. As a matter of fact, as far back as February 1948, 
these matters in this district were known to the Congress of the United 
states. 

Mr. Byrnes. What are you referring to? 

Mr. Dootan. I am referring to the Treasury Department appropri- 
ation bill for 1949, and the hearings of the subcommittee of the Com- 
mittee on Appropriations of the House of Representatives, part 2, 
Bureau of Internal Revenue. This was released on February 5, 1948. 
It covers some 309 pages and goes into every phase of the Bureau. 

Mr. Kroon. What Congress was that? 

Mr. Dootan. That was the Eightieth Congress, sir. Congressman 
Sheppard was a member of the committee that made this investigation. 

Mr Kroon. Who was the chairman of the subcommittee ? 

Mr. Dootan. This has Gordon Canfield, New Jersey. This partic- 
ular report was also a matter of discussion in the collector’s office in 
this district at the time, too. 

Mr. DeWrnp. Mr. Doolan, are you familiar with the testimony that 
was given here by Mr. Frank concerning his investigation of the bill 
of particulars? 
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Mr. Dootan. Just what I have read, sir. 

Mr. DeWinp. You were not here when he testified ? 

Mr. Dootan. No, I was not here. I would not have any way of 
knowing what your investigators or Mr. Frank or the grand jury have 
developed regarding any of these allegations. 

Mr. DeWinp. I can understand you might not have any basis of 
knowing. On the basis of any knowledge you have, do you believe 
that the investigation of any of these matters has been incomplete? 
And I realize you may not have much basis for knowledge. But to 
your knowledge is there anything that has not been completely investi- 
gated here? 

Mr. Dootan. I don’t know to what extent they have been investi- 
gated. Ithink Mr. Frank stated that some of the investigations were 
continuing—which ones I do not know—but I assume that the investi- 
gations will continue for some time. Mr. Frank did, I believe make 
some reference to the case of the three marine officers and the public 
relations man. The conferences, as I related them, did take place. It 
is interesting to note that the account was active at the time the man 
first spoke to me about it. Some time after he stated that it would be 
taken care of, the account was closed out. As a matter of fact, it was 
closed out on September 15, 1948. 

Mr. Kean. Which case is this, Mr. Doolan ? 

Mr. Dooian. That would be in allegation No. 9. 

Mr. Kean. When you say closed out, what do you mean, Mr. 
Doolan ? 

Mr. Dooran. The account was marked as no longer collectible. 

Mr. Keay. Is this the Taylor case? 

Mr. Dootan. No, this is the McDonald matter. After my last con- 
versation with the taxpayer, in discussion with the deputy, the cise 
was reopened in August 1951, and shows that it was paid on August 
10,1951. The file on that particular case was destroyed on October 4, 
1951. That information was gotten by Mr. Blote for your committee. 

Mr. Byrnes. You said the file was destroyed. What do you mean? 

Mr. Dooran. The case file was destroyed on October 4, 1951, after 
the liability had been satisfied. 

Mr. Byrnes. You mean the file that contained all the preliminary 
data, and memoranda and investigation, that disappeared ? 

Mr. Doo.an. No, it was just destroyed as being no longer useful. 

Mr. Byrnes. You mean completely destroyed ? 

Mr. Doonan. Yes. 

Mr. Byrnes. Burned or thrown away? 

Mr. Dootan. Probably burned, which was proper in this particular 
case, inasmuch as once it had been satisfied, there was no further 
reason for keeping it. It was not improper to do that. 

Mr. Byrnes. This was destroyed in October 1951 ? 

Mr. Dooian. Yes, sir, and the account was paid on August 10, 1951. 

Mr. Byrnes. Yes. But in October 1951, was there not an investiga- 
tion going on in this office on the way it handled various cases? 

Mr. Dootan. That is quite true. 

Mr. Byrnes. It would seem to me that under those circumstances 
the last thing to be doing at that time was destroying files. 

Mr. Dootan. That would be my thought, but, however, it was de- 
stroyed. Mr. Tobin had requested the file, if I remember correctly, 
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through Mr. Blote, and Mr. Blote who was Mr. McKenney’s principal 
assistant was unable to comply with Mr. Tobin’s request. 
Mr. Kean. So it was destroyed before Mr. Tobin had asked for it? 
Mr. Doonan. Yes, sir 
Mr. Kean. It is « ry, en, TO destroy his type f fi » where 
the thi ¢ has been Lied, a in normal times, if 1 t] 
the 1 r Was der vestigation, if L und 
Wot! ’ | I I? | 
Mr. Doonan. 
\j Ko H. J 
effec [ . LOO, 
Mr. Dooian. That oht. 
Mr. DeWutnpb. Mr. ¢ rt 1, the agent on Mr. Frank’ 
made the investigation of here. Would vou 
nterrupt for a mome1 lL put h cplanation of the inv 
in the record at th 
Mr. Byrnes. I t 
Chairman Kine. Very well, if there is no objection. 
Mr. Dy WHIND. Lhe agent i q e@S~LION IS \ ie Holtbere. 
Chairman Kine. Mr. Hi erg, come forward, plea e. 
Raise your right har aand ve worn. 
Do vou solemnly swear that the test vnv you ire abo tL to give will 


be the truth, the whole truth, and nothing but the truth, so help you 


God ? 
Mr. Hourserc. I do. 


TESTIMONY OF EVERETT D. HOLTBERG, SPECIAL AGENT, INTEL- 
LIGENCE UNIT, BUREAU OF INTERNAL REVENUE 


Mr. DeWinp. 


Lol ER 
Dy WIND 


+ 
HoLrrerc. 
DeWInp. 


bigyy my 
hit 


DeWInpD 
Mr. rank, mak 
Mr. Horreerc. 
Vir. DeWrHnp. 


i the so-« 

the unpaid tax lial 

Mir. Hourperc. " 

‘Ir. DeWrnp. In the bill of particulars, the » referres 
Edward McDonald, but the true name was Edward McDonnell. 

Mr. Hourrerc. Yes, 

Mr. DeWINpb. Spell the correct name, would you, please ? 

Mr. Hourrnera. M-c-D-o-n-n-e-l-l. Edward E. 

Mr. DeWinxp. Would you please tell the committee, Mr. Holtberg, 
What investigation vou mac of this matter and what you cliscovered 2 

Mr. Hourserc. Could IT have that file / 

Mr. DeWinp. This file is the notes you made of your investigation ? 

Mr. Houtrserc. A portion of them. 


91550 3—s ; 15 
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To begin with, the liability of Edward E. McDonnell to the United 
States was for a portion of his 1943 income tax, the amount of the 
tax being $: The warrant was issued on November 18, 1948, 
the reason for the warrant being issued in 1948 for a 1943 tax was 
because Mr. McDonnell was in the service and the regulations at that 
time being that servicemen did not have to pay the tax while they 
were in the service. I don’t think there is any question on that, is 
there ? 

Mr. DeWryxpv. Mr. Edward McDonnell was a member of the Marin 
Corps, is that right? 

Mr. Howrserc. Yes, sir. This warrant that I spoke of that was 
issued on November 18, 1948, was closed out on December 15, 1948 
and the reason given “Unable to locate.” It was not because of “Un 
able to collect” or anything else. It was “Unable to locate.” Thi 
address on Mr. MeDonnell’s income tax return and on the warrant 
was Marine Barracks, Washington, D.C. That is all the informatio: 
the deputy had to go on. 

Mr. DeWrnp. Was the warrant mailed to that address ¢ 

Mr. Hoursere. The warrant was issued to the deputy collector. It 
is a warrant for the collection of the tax, and it is his job to try to 
collect from the taxpayer. It was the soldiers and sailors type war 
rant. 

Mr. Kean. I do not understand that. It was sent to Washingto 
for the collector to—— ’ 

Mr. Hoursere. No, the only address they had for the taxpayer wa: 
Marine Barracks, Washington, D. C., for the reason that is the ad 
dress that was on the return, and apparently was where Mr. McDonne} 
was when he filed his 1943 return. That is the only address they 
had. The return was filed in San Francisco, and that is why the Sa 
Francisco collector’s office got the job to collect the warrant. 

Mr. Kean. In answer to Mr. DeWind’s question as to whether thy 
warrant was mailed to Washington, you said, no, it was only handed 
toa deputy collector here. 

Mr. Hourserc. That is right. 

Mr. Kean. What did he do with it / 

Mr. Hourserc. The deputy collector's job is to attempt to collect 
the warrant. In other words, he is actually to contact the taxpaye: 

Mr. Kean. Did he try to by writing to Washington / 

Mr. Houreerc. As I understand it, there was a letter written ther 
and no forwarding address given, so he closed it out as “Unable 
locate.” 

Mr. Kean. In other words, he wrote to Washington and the lett 
came back “unknown.” 

Mr. Hourserc. As I understand it, yes, sir. I am not positive of 
that. 

Mr. Kean. You do not know? 

Mr. Hourserc. I am not positive, no, sir. 

Mr. Kean. You do not have any knowledge, therefore, that he d 
write that letter ¢ 

Mr. Hourserc. No, sir, no absolute knowledge of it, or proof of 
It is rather immaterial, I think, whether he did or did not try | 
contact him by mail, because he is supposed to contact him personal: 
to collect it. In other words, they do not go for mail-type collectio 
or telephone-type collection. 
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Mr. Kean. But they try to find out where the man is. 

Mr. Hourserc. Oh, yes, as I understand it, they did try that. Later 
Deputy Collector Carney did locate Mr. McDonnell through that 
process, and did contact him here, and did make collection of the 
warrant, 

Mr. DeWrxp. When was Mr. McDonnell located by Mr. Carney‘ 

Mr. Hoxrserc. It may be easier to explain that by saying that 
Deputy Collector Carney’s job is to go through the 53’d warrants, 
closed out warrants, uncollected, and pick out the ones that he thinks 
there might be some chance of collecting. 

Mr. DeWinp. Let me get this straight, Mr. Holtberg. After the 
deputy collector reported that Mr. McDonnell could not be located, 
the warrant was closed out in December of 1948, is that correct ¢ 

Mr. Hourserc. Yes, sir. 

Mr. DeWinp. You say Mr. Carney had the job of reviewing closed 
out warrants to see if any might be revived, is that correct / 

Mr. Hourserc. Yes, sir. In other words, these closed out warrants 
were placed in the file, uncollected warrants, now, and Deputy Col- 
lector Carney went through those, and he thought there might be some 
chance of collecting that one. 

Mr. DeWrnp. When did this occur / 

Mr. Hournerc. It was reissued— 

Mr. DeW inp. When did Mr. Carney make this review ¢ 

Mr. Hourserc. Approximately April of 1951, I believe. 

Mr. DeWrnpb. And what did he do in April of 1951? 

Mr. Hourwerc. He sent this inquiry to Washington and eventually 
was able to locate Mr. McDonnell here in San Francisco. 

Mr. DeWinv. Was a written inquiry made of Mr. McDonnell in 
Aprilof 1951¢ Wasthe letter sent to him at that time / 

Mr. Hourserc. I believe there was, yes, sir. 

Mr. Kean. April 1951 was after Mr. Doolan had written his letter 
to Senator Tobey. 

Mr. Hoursere. I believe so. Mr. Carney in his affidavit—Mr. Car 
ney did not pull his 53°d warrant because of Mr. Doolan’s bill of par 
ticulars. In the first place, the bill of particulars does not give Mr. 
McDonnell’s name. It gives a Mr. MeDonald “a-l-d”, I believe it is. 
and this is McDonnell, “e-l-l°. and it was through the routine process 
of reworking these warrants, which is Mr. Carney’s job, that he was 
able to locate him and attempt collection. 

Mr. DeWrxp. Mr. Holtberg, what happened between April 1951, 
when this letter was sent to Mr. MeDonnell, and August 1951. when 
the tax was paid‘ Did it take all of that time to locate Mr. Me 
Donnell / 

Mr. Hoursere. No; there was a question raised. Between April 
1951 and August 10, 1951, when Mr. McDonnell paid the warrant, 
there Was a discussion back and forth as to whether this money was 
actually due from Mr. MeDonnell. ; 

Mr. DeWrnp. Between what persons did this discussion back and 
forth take place ¢ 

Mr. Hournerc. Well, maybe it is best that I read Mr. McDonnell’s 
aflidavit for the record here and that should explain the situation, 
Is that satisfactory ¢ 

Mr. DeWinp. This is an aflidavit by the taxpayer ¢ 

Mr. Hore RG. Yes, sir. 
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Mr. DeWrnpb. All right: read the pertinent parts of that and \ 


make itl irt of the record. 


Mr. HourserG (reading): 


Mir. Hor 
Vie. Byg lay 
Mir. Hi neRG. M-« 
\ir. Byrnes. What 
Mir. Hoursera. I believe 


Liat. 
Mr. Byrnes. Is he not ub lations man ? 
Mir. Hourserc. No; he isasalesman. I have it here. He is; 
math. 
Mir. Byrnes. Has he been engaged in pl blie-relations work 7 


Mr. Hourserc. I don’t know. 
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Mr. Byrnes. What effort was made here to locate Mr. McDonnel! 
prior to closing the case out in the first instance ? 

(No response, ) 

Mr. Byrnes. Did they ever write to the Marine Corps and ask then 
if they had any re ord where this person might be ? 

Mr. Hournere. Deputy Collector Carney did. 

Mr. Byrnes. When did he do that? That was done when it wa 
reope! ed ? 

Vir. Mourn re That was ck ne whe n it was reopened. 

Mr. Byrn [am talking about the time when thev closed it. They 
knew this fellow was a marine. Did they ever make any effort t 
contact the Marine Corps to find out what information they may have 
had as to! iddress before ? 

Mr. Hournerc. | think | said before it is my impression they did, 
but Tam not positive of it. 

Mr. Byrnes. There is not] e¢ that shows that they did it? 

Mr. Honurrerc. No. 

Mr. Byrnes. Where would you get the impression ? 

Mr. Howrrerc. In the course of the investigation I got that im 
pre SSion;: th it Is all | ean recal] rioht now. I can rather recall] that 
Carney did and through that means he located him in San Francisco 

Mr. Byrnes. He was an officer, was he not ? 

Mr. Hourrerc. Mr. McDonnell ? 

Mr. Byrnes. Yes 

Mr. Hournere. Yes, sir. 

Mr. Byrnes. The first place they would try to locate the man would 
he simply to write the Marine Corps, because I think they were keep 
Ing pretty eood contact with their oflicers. They certainly found 
them pretty fast when they needed them. 

Mr. Hournerc. I think that is the reason for having Deputy Col 
lector Carney do this job he does do, that is, to go through these 53’d 
warrants to try to get possible additional collections. As I say, this 
had “Unable to locate” written on the card that was retained, and 
was the reason for closing out. The warrant was 53’d, not collected 

Mr. Byrnes. What about this destroyed file? What do you know 
about that ? 

Mr. Hourrerc. A warrant for distraint, as I understand it, is the 
paper process that is used to asslon a deputy for the collection of a 
warrant. In other words, it is issued in an original and rather stiff 
copy, as ] recall, cardboard copy. Once the warrant has been col 
le« read, there Is no need for the original any more, SO it is destroved 

Mr. Byrnes. What about any records of telephone conversations or 
copies of letters that might have one out in an attempt to locate the 
individual? What happens to those ? 

Mr. Hournere. IT think in the case of form letters that vou speak of 
there it isa standard form letter and does not serve any particular pur 
pose in being saved, other than maybe for a date or something lik 
that. I don’t think thev keep a manila file or folder on these warrant 
There are thous inds of them. of course, being collected all the tin 

Mr. Byrnes. Let us say they write a letter, and you say you assum 
they probably did or that Mr. Carney did ? 

Mr. Houreere Carney did. 

Mr. Byrnes. Wrote a letter to the Marine Corps in Washingtor 
to see wl nformation they could give him as to the address. Th 
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would not be a form letter, would it? That would be a special letter 
written to the Marine Corps about this individual in an effort to find 
his address ? 

Mr. Hoursere. I don’t know which it would be. 

Mr. Byrnes. Whether it was or was not probab ly is not too import- 
int. Would they not keep a copy of that letter to show what they had 
tried to do? Wouk l they not ordin: irily keep the re ply the Vy got back 
from the Marine Corps, if f any, or are those things just destroyed ? 

Mr. Hournerc. It may just be hooked onto the warrant at the time 
collection is being attempted. Once it has been collected, there is no 
longer any use for it, so they can destroy it. 

Mr. Byrnes. They keep a file of the income-tax return of this same 
ndividual going back. 

Mr. Hoursers. Yes. The income-tax returns are subject to audit 
where the warrant would not be. It has been collected and paid. 

Mr. Byrnes. You make no effort to send that back so it is filed with 
the income-tax returns of that individual so that your file would 
show a complete history of his dealings with the Bureau and your 
dealings with him ¢ 

Mr. Hourrerc. No, sir. The payment by a taxpayer for each year 
would be kept on the assessment rolls. There is where your record of 
payment would be. 

Mr. Byrnes. I am not talking about the record of payment. I am 

alking about the record of the contact the Bureau of Internal Revenue 
hi as made with a particular taxpayer. 

Mr. Houreere. Yes, sir. 

Mr. Byrnes. In order to get that you might have to go to five or 
six places, is that it, or do you keep one file on Mr. McDonnell, for 
instance, with his income-tax returns and the history of any trouble 
you have had with him ? 

Mr. Hournerc. It is not kept in one file; no, sir. 

Mr. Byrnes. So this happens every day, the destroying of memo- 
randa or information in relation to attempting to collect a warrant? 

Mr. Hoursere. On collected warrants. Once the warrant is col- 
lected the warrant is destroyed; yes, sir. 

Mr. Brynes. Do you know whether Mr. MeDonnell ever appeared 
before the grand jury? 

Mr. DeWinp. The record indicates that he did, Mr. Byrnes. 

Mr. Byrnes. What date did he appear there, do you know? 

Mr. Hourserc. No, sir; I don’t. 

Mr. Byrnes. Do you have any information, Counsel ? 

( No response. ) 

= Byrnes. What I am aiming at, was this liability paid before 

after his appearance? Do you have that, Counsel ? 

eo DreWrnp. I do not have the precise date. In fact, 1 do not have 
any date. 

Mr. Hotreerc. August 10, 1951, is when he paid the liability. 

Mr. DeWinp. Can you establish that Mr. McDonnell had appeared 
before the grand jury prior to that date? 

Mr. Hourrerc. I am not positive, but I believe he did appear after 
ie paid this liability. 

Mr. Di Winp. You cannot state that positive ly one way or the other? 

Mr. Hourserc. No, sir. I don’t have any records of the grand 
jury. 
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Mr. Byrnes. When did you find out that this was probably t 
referred to in the so called bill of particulars / 

Mr. Hourserc. After Mr. Doolan was interviewed by Mr. 
and Mr. Hoefke. 

Mr. Byrnes. ‘Then you realized this was 

Mr. Hourpserc. Yes, sir. 

Mr. DeWinb. What sort 


type of 
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Mr. INL EAN, ‘| he use ot the word “sper fi ‘ rather makes me \ onde Le 

Mr. Byrnes. There is one thn a I am not parti ularly clear about. 
You say this was reopened April of 1951, is that correct ‘ 

Mr. Houreerc. Yes, 

Mr. Byrnes. WI! iL e@' there th: that Ww as actually 
was reopened ¢ 

Nor sponse. ) 

Mr. Byrnes. As 
What specific 
rather than. let 

Mr. Hourpere. 

Mr. Byrnes. 1 

Mr. Houresera. 
it was April 1951. 

Mr. Byrnes. As he 7 

Mr. Hournerc. Yes, sir. 

Mr. Byrnes. Is there any other corroborating evidence that it was 
not opened up 1 Lucu tL 1uUst before payment was made “ul d when 
this b I] of part Cl lars beean e common knowledge ? 

Mr. Hor rBERG. | thi k the file actually shows that it was reissued 
on August 10 of 1951. the date it was paid, because there is no ob- 
ject in pulling and reissuing 53°d warrants if there is not going to 
be a collection on it. So they wait until the taxpayer does make 
ither full payment or some payment, ind at that time they pull the 
ant from the 53’d file, and so-called reissue the warrant. That 
at happened in t] me, 

Byrnes. But there is nothing other than the affidavit of these 
eople, namely, the taxpayer and Mr. Carney 

Hlonteerc. Yes, sir. 

Mr. Byrnes. That establishes the date. 
Mr. Hourserc. That is all I have, sir. 
Mr. Brrnes. Just their statements? 
Mr. Honrserc. Y 

Mr. DeWinp. M 


* e only 


Carney te 
Kina. Is that cons! cessarv? Unl 


request from a member of the nmittee, I do not see that Mr. ¢ 


festimony would be too hi , 

Mr. DeWrnp. Mr. ¢ rman, » here the affidavit of Mh 
Donnell, dated December 20, 1951, and the affidavit of Mr. Carney 
dated Dec ember LO, 1951, the afliday it ot Colonel Wilham ¢ . Wise, Jr. 

ited Decembe r id. LVDS. a | t] afhdavit of General Raymond R. 

. dated Decem! 15. IMSL. id they be made a part of 
ord here ¢ 


iirman Kina. If there is no objection, it is so ordered. 


| at documents rt fi rrea to are as fol ow 
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In April 1951, as near a ent ent! ttemnted 
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Mr. Kroc. May | interrupt here for a moment, Mr. DeW ind? 

Mr. DeWinp. Yes, sir. 

Mr. Keocu. Your meeting with the taxpayer took place at t 
Bohemian Club in January or February ? 

Mr. Doonan. On fow different occasions. 

Mr. Kreocu. You kind of sloughed over those conversations: what 
were Tt! ey) é 

Mr. Dootan. On the first occasion, Mr. McDonnell—— 

Mr. Krogu. Let me errupt you. Let me withdraw that qu 
tion. Without going into the details of all of the conversations. did 
the taxpayer ask you to find out whether he owed any tax, and he 
wanted to pay any tax that was owed ? 

Mr. DooLtan. On the last occasion that was true. On the first 
oceasion he wanted to know what his position was with regard to h 
tax W hich had Currie cd over Trom his military period. 

Mr. Kr GH. On the first oc’ asion he sought information from you 
as to how he could avoid pay ine the tax ¢é 

Mr. Doonan. No, sir. He didn’t seek information as to how he 
could avoid paying the tax. 

Mr. Krocu. That is what I am trying to find out. What did he 
ask you ¢ 

Mr. Door AN. The pro ec ire that he would oO through, when 
would he vet a notice regarding the tax that had been deferred for 
his period in the Marine Corps. I told him that he would eventually 
hear from the Bureau. 

Mr. Krocu. That was in January or February of 1951, was it not 7 

Mr. Door AN. No: that was not. 

Mr. Kroaun. When was that ? 

Mr. Doonan. That would be approximately 6 or 7 months after he 
had been released from the Marine ( ‘orps, in probably LO47. | dont 
know when he rot out. It covered the period from the time he came 
back to San Francisco and resumed his civilian status, up to sometime 
in 1951, at the time I spoke to Mr. Carney. 

Mr. Kroeu. All right. Thank you. 

Mr. Kean. This was the time that the entire Bureau of Internal 
Revenue could not find him / 

Mr. DooLtan. Yes. 

Mr. Kean. And he was all the time in the Bohemian Club—not all 
the time. He was in the Bohemian Club and*around San Francisco / 

Mr. Dootan. He has been a resident of San Francisco. He was 
prior to his Marine Corps service, and during some part of his Marine 
Corps service, and when he resumed his civilian status he was also a 
resident of San Francisco. 

Mr. Kean. They certainly could have found him if they really 
wanted to. 

Mr. Dootan. I think so. Mr. Carney contacted him or Mr. Ber 
liner—I don’t know which—the conversation with Mr. Carney took 
plac ein the presence of Mr. Berliner. 

Mr. Kean. This was later on / 

Mr. Dootan. This was in Idols yes. 

Mr. Krocn. So as I understand it, Mr. McDonnell spoke to vou in 
IM47 about the possibility of his not having to pay the taxes that were 
deferred during his period of service, and you undertook to look into 


/ 


t for him 
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Mr. Dooian. No, sir: not at that time. 

Mr. Kroen. When did you undertake to look into it for him 4 

Mr. Doonan. In 1951, when he said that he had—— 

Mr. Krocu. What did you do after the first meeting in 1947? 

Mr. Doouan. After the first meeting I did nothing. I merely 
referred him to the person who was handling the deferred military 
tax. and told him he could find out from the young lady In charge 
of that section what procedure would be necessary. 

Mr. Krogu. And you did nothing about that because you were not 
handling deferred taxes / 

Mir. Dootan. No: Lhad nothing to do with that. 

\ir. Keogu. You were confining your activities to the job you had ¢ 

Mr. Dootan. That is right, sir. 

\ir. Byrnes. When is the next time that you saw him and discussed 

itter ¢ 
Dootan. I am not sure as to the dates, but at some later time 
iid he had run into my boss, Jim Smyth, at the Press Club, and 

mmv had told him to forget it. 

\ir. Byrnes. About when was this conversation—1948, 1949, 1950? 

Mr. Dootan. I would say that it would have been probably a year, 
maybe several months. I wouldn't know. I only saw him on the four 
occasions, 

Mir. Byrnes. That was No. 2? 

Mr. Dootan. That was No. 2. 

Mr. Byrnes. You saw him where / 

Mr. Dootan. The same place—the Bohemian Club. 

Mr. Byrnes. No. 3? 

Mr. Dootan. On the third occasion he said it had been taken care of. 

Mr. Byrnes. It had been ¢ 

Mr. Dootan. It had been. 

Mr. Byrnes. Where was that. and about when / 

Mr. Doonan. That was in the Bohemian Club, and I think sometime 
in—or it would be in 1950, probably. It was a number of months 
later that I again saw him, and he made the remark that he had 
thought all this was taken care of and here he suddenly finds a notice 
from one of these people telling him to pay his tax. 

Mr. Byrnes. This is in 1950? 

Mr. Doonan. This is in 1951 that that occurred. In 1950, approxi 
mately, he said that the thing had been taken care of. 

Mr. DeWinp. What time in 1951, Mr. Doolan ¢ 

Mr. Dooitan. I wouldn’t know whether it was early in the year or 
late in the vear. 

Mr. DeWrxp. Can you tie it into your transmittal of the bill of 
particulars? Was it before you transmitted it to Senator Tobey or 
afterwards ? 

Mr. Dooran. With regard to that. it would be before. That is 195! 
you are talking about ? 

Mr. DeWrnp. Yes. 

Mr. Dootan. You said 1950 or 1951. 

Mr. DeWixp. I am not trying to confuse you at all. Did Mr. M« 
Donnell tell you before you transmitted the bill of particulars that he 
now had the matter reopened ? 

Mr. Doortan. In 1950 he told me that it had been taken care of. 
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Mr. DeWrnp. Now, in 1951, he meets you and says it is reopened. 
Now, what I am trying to get at, was that before you transmitted the 
bill of particulars? 

Mr. Doo.an. I rather think it would be after. 

Mr. Krocu. At the time of that meeting, when he told you about 
that, did you tell him that his case was one that you had listed on your 
so-called bill of particulars? 

Mr. Dootan. No, 1 did not. At that time 

Mr. Krocu. I do not care about any explanation. You just did not 
tell him that was one of the rumors you were sitting on since 1947, but 
you were going to include that in your bill. You did not tell him that ? 

Mr. Dootan. No, 1 did not tell him that. 

Mr. Kreogu. That you had included it in your bill? 

Mr. Doo.tan. Yes, sir. 

Mr. Krogu. You did not tell him that? 

Mr. Dootan. No. 

Mr. DeWixp. Mr. Doolan, what I was trying to get at here was to 
pin down the date. There has been testimony by Mr. Carney that he 
pulled this out in ordinary course in April. Mr. McDonnell told you 
ie had received a letter, and | was trying to see if you could 
confirm 

Mr. Dooitan. He received a notice. 

Mr. DeWtunp. That is what I mean, a notice. 

Mr. Dootan. And as to when he received it, I don’t know. Mr. 
Carney would necessarily have bolted, I imagine, in order to have sent 
him the communication in the first place. So it could be any time so 
far as Carney 

Mr. DeWinp. This would be substantiating evidence if Mr. McDon- 
nell told you about that time if he had received a notice reopel ing the 
matter, and I w as try ing to pin down the date. 

Mr. Dootan. That I am not sure. 

Mr. DeWinp. Can you say it was at or about the time, that is, shortly 
after or shortly before you sent the bill of particulars ¢ 

Mr. Dootan. That 1 can’t say because I don’t know how to pin that 
down. 

Mr. DeW inv. Would you say this, would it have been long prior to 
August ‘ 

Mr. Doonan. Yes. 

Mr. DeWunp. Substantially prior to August? 

Mr. Dootan. That he received the notice ¢ 

Mr. DeWtnp. Yes. 

Mr. Doonan. Yes, it would be. Iam sure it would be because I asked 
Mr. Carney—Mr. McDonnell had given me Mr. Carney’s name—I 
went down and saw Mr. Carney and asked Mr. Carney if he had a 
warrant against Mr. McDonnell. Mr. Carney looked in his closed file 
and found that it had been closed out on December 15, 1948, and Mr. 
Carney said he had heen looking for this guy and couldn't find him. 

Mr. DeWinp. You cannot establish that conversation in relation to 
the time you sent the bill of particulars ? 

Mr. Dootan. No, sir. I know it was prior to, or it would be prior 
Lo May. 

Mr. DeWinp. It would be prior to May? 

Mr. Dooian. I can get that far with it; yes. 
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Mr. DeWrnp. I see. Then Mr. Carney is at least not placing the 


date too early when he says tis April. 

Mr. Dootan. No; I wouldn't think so. At that time, Mr. Carney 
wanted to know where I had run into Mr. McDonnell. I said that 
he was in business in San Francisco and could be found in the tel 
phone book. 

Mr. Kroeu. And you are certain that at no time during any of 1 
conversations vou had with Mr. MeDon ell, did you ever tell him 1 
forget about his tax? 

Mr. Dootax. I had no control whatsoever over Mr. McDo 
taxes 

Mr. Keocu. Just answer my question. 

Mr. Dootan. No, sir; I would be in no position to forget their 

Mr. Keogu. Your answer is “No”? 

Mir. Doonan. Yes, sir: that Is right. To answer that other questio1 
Mr. McDonnell appeared before the grand jury on July 26, and the 
payment was made on August 10 of the same year. 

Mr. Byrnes. At the time you talked to Mr. Carney, that is, you 
went down and asked him about this MeDonnell case, do I unde 
stand you to say that at that time he did not know where Mr. M 
Donnell could be located ? 

Mr. Doonan. He had an address, but Mr. McDonnell had not re 
sponded to his notice. 

Mr. Byrnes. But it had been activated at the time you talked t 


; 


him ¢ 
Mr. Dootan. Yes: it is mv understanding that it had. However, 
it still had on the face of it the 53’d notice. 
Mr. Kroou. At that time you were not in the delinquent tax div) 


sion either: were you! 

Mr. Dooian. No, sir, although we did handle warrants. Yes: that 
istrue. Weare assigned warrants also. 

Mr. Keocgu. You did not handle any 53’d warrants? 

Mr. Dootan. No, sir. 

Mr. DeWinp. Then is it a fair summary of this situation, so far a 
you know it, Mr. Doolan, that some time prior to May 1951, this matte: 
had been reactivated, that thereafter you spoke to Mr. Carney anc hie 
said he had no reply to his letter to Mr. McDonnell, and you told him 
where he could find him ? 

Mr. Dootan. That is right. 

Mr. DeWinv. Mr. McDonnell appeared before the grand jury 
July. 

Mr. Doonan. July 26. 

Mr. DeWrnp. And paid his tax in August ? 

Mr. Dootan. August 10. The warrant itself was not reactivated 
until 

Mr. DeWinp. As to that, Mr. Holtberg said, perhaps you can affirm 
or deny it, he said that the practice is that you wait until a full o1 
partial payment is received before you reactivate a warrant. Is tl 
routine practice ¢ 

Mr. Dootan. That could be. Iam not sure of that. 

Mr. Kean. How did Mr. Carney happen to know that you wer 
interested in this McDonnell case? How did he happen to mention t 
you the name of McDonnell? How did the thing happen to come up 
when you gave him the address / 
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Mr. Dootan. How did Mr Carney 

Mr. Ki AN. Yes: how cid he happen to talk to you about if if he 
had not known something about this bill of particulars or something 
or other about if 4 How d al he hay pen to mention to you about the 
case ¢ 

Mr. Dooran. Mr. MeDonnell had asked me to ascertain—— 

Mr. Kean. Oh, so you spoke to Mr. Carney ? 

Mr. Dootan. I spoke to Mr. Carney. 

Mr. KrocnH. | it to sav t] at. from the t me you first met Me 
Dor nell in 1947 and he first poke to you about the possibility of his 
owing some taxes, you did nothing about it until you included it in 
your so-called bill of particulars 4 

Mr. Doonan. I had noth ne whatsoever to do with—— 


Mr. Keocru. You did nothing about it? 

Mr. Dootan. In what sense should I have done something about it / 

Mi 1s WIND. | have no more qt estions of Mr. Doolan. 

Mr. Kerocu. Mr. Doolan, I wonder if you would be good enough to 
answer a few questions for me, please. 

Mr. Doonan. ‘Yes, sir. 

Discussion off the record.) 

Mr. Kroon. I will yield to Mr. Kean. 

Mr. Kean. Mr. Doolan, there was some mention of the fact that 
certain lawyers were very active in action fraud cases, and the intima 
tion was that perhaps they had some information from the Bureau 
as to what taxpayers were 1n difficulties. Was this a matter of dis 
CUSSION and rumor among t} e employees of the Bureau of Intern | 
Revenue ? 

Mr. DooLaAN. Yes, aul d it was also a matter of dis ission on Mr. 
Tramutolo’s part, too, 

Mr. Kean. Mr. Tramutolo stated in discussion with you—— 

Mr. Dootan. Mr. Tramutolo often wondered why certain attor- 
nevs seemed to cet all the business. , 

Mr. Ky AN. Who were these attorneys that seemed to get all the 
business ? 

Mr. Doonan. Mr. Tramutolo specifically made reference to Mr. 
Hubner for one, and Mr. Malone for another. 

Mr. Kean. Mr. Hubner and Mr. William Malone? 

Mr. Doonan. Yes, sir. 

Mr. Kran. Mr. William Malone was the brother of Mr. John 
Malone, who was one of those important in the chain of command / 

Mr. Doonan. Yes, sir. 

Mr. Kean. Do you know the circumstances surrounding Mr. John 
Malone’s appointment in the Bureau when he went in? 

Mr. Doonan. No: he was there prior to the time I went into the 
service, 


Mr. Kean. You do not know whether the appointment was made, 
perhaps through the influence of a brother, to take care of another 
brother with a nice job, ol whether perhaps he might have been put 


as a sort of listening post ¢ 

Mr. Dootan. That I wouldn’t know, sir. 

Mr. Kean. It would be very important to a lawyer to have a listen 
ne post mn the Bureau by which not only could information be vive 


vy a 


rf 1% 
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as to what taxpayers were in difficulties, but also it might even be 
able to inform the lawyer as to what the Government’s case was. 

Mr. Dootan. That would be an ideal situation, I would say. 

Mr. Kran. Fora lawyer. If they informed them what the Govern 
ment’s case was, it would be pretty easy for the lawyer to win? 

{ No re sponse. ) 

Mr. Kran. Do you believe that the general talk around was that 
that was the general situation ? 

Mr. Dootan. Well, specifically I wouldn’t be able to say. I mea 
that is the impression that was around: that some of these account 
ants and attorne ys seemed to have a pre tty good knowle dge of cases 
and the composition of the case at various times. 

Mr. Kean. Which they anil not have gotten except from havin: 
some inside information / 

Mr. Dootan. Yes, from someone within. I know that Mr. Camp 
bell, too, has expressed the same suspicion with regard to the col 
lector’s office. 

Mr. Kean. Mr. Tramutolo and Mr. Campbell both intimated that 
there was some worrv in their mind about the information that thes 
lawyers seemed to have, and the fact that most of these tax-fraud 
cases went to certain lawyers? 

Mr. Doonan. I think in Mr. Tramutolo’s case it was more the fact 
that he was not getting any of the cases. 

Mr. Kean. That is a natural reaction for a lawyer. Were all these 
eases being handled by Mr. Hubner and Mr. Malone or were some 

‘armed out to political friends ? 

Mr. Dootan. I wouldn’t know that because I am not familiar with 
the cases that were in process. 

Mr. Kean. Have you heard that the Malone organization had an) 
influence in other bureaus except the collector’s office? Was there any 
influence in the agent-in-charge’s office? 

Mr. Dootan. I would assume that there would be some interest o1 
the part of—as a Democrat, myself, 1 would assume that the Demo 
cratic organization would be as interested in the revenue agents 
the Intelhigen e Unit and the collee ‘tor’s office and any other. 

Mr. Kran. Yes. but those people are all civil service: they were 
civil service, and their history is civil service. In the collector's office a 
lot of people who were not civil service were frozen in and were 
brought in through nonassembled examinations. So, it would be mor 
difficult for an organization to get its fingers into the. agent-in-charge’ 
office than the collector’s office. 

Mr. Dooian. But all of them are still under the Secretary of t 
Treasury, which would have some bearing, I assume. 

Mr. Kean. They are all under the Commissioner of Internal Rey 
enue and indiree tly through the chain of command under the Secretar 
of the Treasury. But the opportunities for evildoing would be mu 
greater in the agent-in-charge’s oflice than it is in the collector’s offic: 
because the collector cannot make compromises and cannot decide o 
evaluations in some of these estate-tax cases where there is no exa 
evaluation that can be determined, and there it is a great deal a m 
ter of judgment and the reward for evil in that area could be pretty) 
fantastic. What I want to know is whether there were any stories 
or rumors around that there were evils also in the agent-in-charge’s 
office, and I understand you say “Yes.” 
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Mr. Dootan. Yes, but I know of none specifically. 

Mr. KEAN. You know of none specifically— - 

Mr. Dootan. But they were not above suspicion either. 

Mr. Kran. Have you heard of any cases where there was failure 
to prosecute in the Tax Division of the Attorney General’s office for 
reasons which do not seem proper? 

Mr. Dootan. That would apply to Mr. Campbell. No. So far as 
Mr. Campbell is concerned, I have had no reason to question him or 
his integrity in any way. 

Mr. Kean. You have not any stories along that line? 

Mr. Dootan. No, sir. 

Mr. Kean. Have you heard rumors, as I have around here, that 
Collector Smyth was going to be thrown to the wolves in this general 
shake-up of the Department, or made the goat? 

Mr. Doonan. Not in that respect. Merely that they had to get rid 
of him, that he was no longer—or that he was now a liability rather 
than an asset. 

Mr. Kean. That he would be asked to pay the rap? 

Mr. Dootan. Yes: just as Mr. Tramutolo in effect said that Mr. 
Schino and Mr. Malloy had been used by the organization to take 
the heat off themselves. 

Mr. Kran. And now I can say it is only gossip also. I have here 
the same thing about Collector Smyth, and it is purely gossip. Thank 
you. 

Mr. Krocn. Mr. Doolan, | would like you to be vood enough to vive 
me the order, as best you remember it, of your meeting at the Sir 
Francis Drake with Mr. Seward and Mr. O'Gara and your meeting 
with Mr. O'Gara at Mr. Hirschman’s home, and your testimony before 
the grand jury at the end of June 1951. 

Mr. Doortan. I can’t give vou the testimony. 

Mr. Keocu. I am not asking you to give it tome. I want you to 
give me the order of your meetings. 

(No response. ) 

Mr. Keocu. Which came first ? 

Mr. Doonan. I would assume—— 

Mr. Krocn. Which came second 7 

Mr. Dootan. I would assume that the time I was introduced to 
Mr. Seward would have been the first time. 

Mr. Keoou. And that was the meeting at which Mr. Montgomery 
und Mr. Hyer were present ; is that correct 

Mr. Door AN. They appeared there: yes. 

Mr. Krogu. That is the meeting at which Mr. Montgomery and 
Mr. Hyver appeared ¢ 

Mr. Doonan. Yes. 

Mr. Krogn. Why do you draw the distinction? Did they not join 
Mr. Seward and Mr. O’Gara and you? 

Mr. Dootan. They came in; yes. 

Mr. Kroon. And sat down with you or stood up with you?’ Were 
you at a bar? 

Mr. Dootan. No; it was in a room. 

Mr. Keocu. They sat down with you? 

Mr. Doonan. They came in and, as I explained before, I have no 
distinct recollection of any of the discussion. 
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Mr. Krocu. I am not asking vou about the discussion ; I am ju 


asking whether they came in and sat down with you. 

Mr. Dootan. That is right. 

Mr. Krogu. Who are Mr. Montgomery and Mr. Hyer? 

Mir. Doonan, They are 1 ewspapermen. 

Mr. Krocu. Do you know their full names ? 

Mr. Doonan. Edward Montgomery and Dick Hyer. 

Mir Ky Cit nmi f > | is no wav that vou Cah pos bly 
appro ite dla rf it meeting, is there 

Mr. Dootan. No, because it had no special significance for me 

Mr. Kerogu. I am not asking you why you cannot. You cannot 
fix the approximate date of that meetn r except to say that 
before your appearance before the erul al jury at the el ad of 
LYol ¢ 

Mr. Dootan. Yes. that would be right. 

Mr. Keoau. Was it before the 16th of Mav of 1951? 

Mr. Doonan. It could be; Iam not sure about that. 

Mr. Krocu. Was it about that time? 

Mr. Dootan. It probably would be; yes. 

Mr. Keocu. You testified on Friday that you turned over the copy 
of the so-called bill of particulars to Mr. O'Gara on April 25, 1951 

Mr. Doon. Prior to April 25. 

Mr. Keroau. How much prior to it? 

Mr. Door AN. It would have been probably ~ or days prior to if 

Mr. Kroon. And that you gave the copy to no one else. 

Mr. Doonan. That is right, sir. 

Mr. Keoau. You indicated, too, that Mr. O’Gara had communicated 
with you and you knew him to be the legal adviser on income-tax 
matters to the Seward erand jury, is that not rieht i 

Mr. Doonan. Yes, that is right. Legal adviser to the jury. Hi 
didn’t qualify it. 

Mr. Krogu. What conversation did you have at that meeting at thi 
Sir Francis Drake ? 

Mr. Doonan. I had no conversation that I remember. 

Mr. Krogu. You just sat there and said nothing? 

Mr. Dootan. I had been invited to dinner at Mr. O’Gara’s house by 
Mrs. O'Gara. 

Mr. Kreocu. You told me about that. You are now sitting at the 
Sir Francis Drake: you are sitting with Mr. O'Gara, you are sitting 
with Mr. Seward, you are joined in an appearance by Messrs. Mont 
gomery and Hyer, and you say nothing. 

Mr. Doonan. | had nothing to say. 

Mr. Keocu. You said nothing. How long did that meeting last ’ 

Mr. Dootan. It is my recollection that it was rather short. 

Mr. Keogu. And then you and Mr. O’Gara and Mr. Seward lef 
and went to Mr. O’Gara’s house, or did just you and Mr. O’Gara g¢g 
to Mr. O’Gara’s house ? 

Mr. Dootan. Mr. O'Gara and I went to.his house. 

Mr. Krocu. Just the two of you. 

Mr. Dootan. Yes. 

Mr. Keocu. And you had dinner there / 

Mr. Doonan. Yes, sir. 

Mr. Keoau. That was some time around the middle of May 1951 

Mr. Doonan. Yes. 








Mr. Ki OGHI. Le SS th in a me nth since yo ] had met Mr. O'Gara 


legal adviser of the Seward grand jury 

Mr. Door That would not be true because Mr. O'Gara so far as 
l know had been the advise »thne gral | pil ior q L¢ ome t e 

Mr. Kerocu. I know, but you had not met him fore he called you 

Vir. Dootan. I had not met Mr. O'Gara? Ye i ud 

Nh IX OG. Yo had ol Iked to him, had you, before - 

Mr. Dootan. Yes. As a matter of fact, from the previous year, 
du vy the so-ea ed Za lo Steffen cases, 

Mr Ke i Phi l you talked to Mr. O'Gara abo your 
SO vill of piu i ! . davs before the 25th of Ay { 
“i 

Mr. Dootan. In the ch they were wri{ten- 

Mh Keocu. |] am ( e! “l about the f ! The first time 
vou talked to Mr. O’Gara about your so-called bill of particulars was 

the 25th of Apr oht ¢ 

Ni respol eC.) 

Mr. Krocu. Two days before that ? 

Mr. Dootan. We had ssed some of these matters before that, 
from probably January « rough 

Mr. Keocu. Tell me w itters vou discussed 

\i 1) LAN. IL} i i iV. l ive bet isked that question 
before. 

Mr. Keocu. Could your recollection by looking at your 


bill 7 
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Mr. Krocgu. Let us not bring the dog into it. IT am sure he has had 
nothing to do with it. Now, with respect to your meeting with Mi: 
O’Gara and Mr. Hirschman sometime at Mr. O’Gara’s house, som 
time after your dinner meeting about which you have spoken an 
some time atter your testimony before the erand jury, you testified 
this 1 iorning that you had a copy of your bill of particulars, 

Mr. Dootan. I didn’t say that I had a copy of the bill of particular 
I said that Mr. O’Gara furnished a copy of the bill of particulars t 
me. 

Mr. Kroon. When he furnished one to you, you had one. Dor 
quibble with me. You don’t quibble with people. I am trying t 
find out what happened out here. 

Mr. Dooian. Ll am trying to tell you. 

Mr. Kroon. Whether Mr. O’Gara gave you a copy or you had 
copy at that meeting with him and Mr. Hirschman, you had a copy « 
your bill of particulars in your hand: did you not ¢ 

Mr. Dootan. As prepared by Mr. O’Gara; yes, sir. 

Mr. Krocu. Did you read it over? 

Mr. Dootan. Yes, sir; we went over it item by item. 

Mr. Keogn. Did it represent a reproduction of your original bill ¢ 

Mr. Doonan. Yes, sir. 

Mr. Krocu. You called his attention to no errors or omissions in it 
did you! 

Mr. Dootan. I think not. 

Mr. Keroeu. So that for all purposes it was a copy of your bill « 
particulars ¢ 

Mr. Dooian. Essentially the same. 

Mr. Kroegu. And you said that Mr. O’Gara furnished Mr. Hirs 
man with his copy. 

Mr. Dooran. I would assume that he did. 

Mr. Krocu. At least you know Mr. Hirschman had a copy of wh 
you hada copy of. 

Mr. Doonan. Yes, sir. 

Mr. Krocu. Did you make any inquiry as to where Mr. Hirschm 
had cotten that opy, or did you assume Mr. O'Gara gave it to him / 

Mr. Dootan. I assumed he gave it to him. 

Mr. Kroon. At that meeting, you knew that Mr. Hirschman wa 
member of the Tay lor grand jury? 

Mr. Doonan. I was told by Mr. Hirschman and Mr. O'Gara. 

Mr. Keogu. You had no reason to disbelieve it ; did you? 

Mr. Doonan. No, sir. 

Mr. Krogu. Did you ask any questions as to why Mr. O’Gara, w! 
was the legal adviser of the Seward grand jury, was entertaining 
member of the Taylor grand jury at his home? 

Mr. Dootan. No, because—— 

Mr. Krocn. All right, don’t give me any reason. You knew M 
O'Gara was not the legal adviser of the Taylor grand jury; did 
not‘ 

Mr. Dootan. I didn’t know anything about it. 

Mr. Krocu. But you knew he was of the Seward grand jury 

Mr. Dootan. Yes. 

Mr. Kroon. And therefore you were not surprised when you 
him with Mr. Seward ? 

Mr. Dootan. No. 


/ 
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Mr. Krocn. But you asked no question when you met him with a 
member of another grand jury? 

Mr. Dootan. Because I have no way of knowing what grand juries 
he is assigned to. 

Mr. Kroeu. I am just trying to get you to help me out. I am try- 
ing to see this picture as clearly as you do. 

As I recall your testimony, this morning, you indicated that you 
went to Mr. O’Gara’s house and talked with Mr. Hirschman and 
lisecussed ways in which you could establish the truth or falsity of 
your allegations? 

Mr. Dootan. That would be right; yes. 

Mr. Krocu. Can you tell us whether that was before or after May 
16 of 19517 

Mr. Dootan. It would be after. 

Mr. Kerocnu. It would be after? 

Mr. Doonan. Yes. 

Mr. Kroeu. You knew, of course, that that bill of particulars was 
sought to be presented to that jury on the 16th of May; did you not? 

Mr. Dootan. No; I had no knowledge. 

Mr. Krocu. You did not read that in the newspapers / 

Mr. Dootan. That it was to be presented ? 

Mr. Keocu. That it -had been. 

Mr. Dootan. That it had been; yes. I knew that it had been. 

Mr. Kroecu. And yet after its presentation to that grand jury, you 
and the legal adviser of another grand jury and the member of the 
instant grand jury were discussing ways of establishing the truth o1 
falsity of those allegations ? 

Mr. Doonan. That is right. 

Mr. Kroon. And that did not surprise you, did it? 

Mr. DooLan. No. 

Mr. Keoeu. Mr. Doolan, you say you have been a deputy collector 
since when? 

Mr. Dootan. 1937. 

Mr. Krocu. You were not civil service when you went in? 

Mr. Dootan. That is right. 

Mr. Krocu. You were blanketed in by a qualifying examination ? 

Mr. Dootan. That is right. 

Mr. Krocu. The Ramspeck Act? 

Mr. Dootan. That is right. 

Mr. Krocu. You were a political appointee when you were first 
i pointed, were you not ? 

Mr. Dootan. Yes, sir. 

Mr. Keocu. In your experience as a deputy collector, have you testi- 
hed in any courts? 

Mr. Doonan. No, sir. 

Mr. Krocu. On official business? 

Mr. DooLAN,. No. sir. 

Mr. Krogu. You have never appeared before grand juries on official 
business other than this instance? 

Mr. Dootan. Until the—— 

Mr. Krocu. None of your fraud cases on which you worked called 
for your appearance before any grand jury ? 

Mr. Dootax. Not until last year. 
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Mr. Keocu. What time last year‘ 
Mr. Dootan. I believe in July. 
Mr. Keoou. You are talking about your being queried on your | 
Psa 


TI here was one case 1n Wii h | appeared W 


uu mentioned having worked with Mr. O’Gara 

a vear before. What e \ i mention ¢ 
That was the case { 
You appeared before a g 
Yes. That is what I said, 
ippeared bef 


th Mr. OG 

Mr. Dootan. Not with Mr. O’Gara necessarily. Mr. O'Gara, M 
Kar h. and mvself. 

Mr. Keocu. Iam only trying to recall w 
vou met Mr. O’Gara a long time before? 

Mr. Dootan. ‘That is quite true. 

Mr. Keocu. (nd you worked with h mon some cast 

Mr. Dootan. Yes. 

Mr. Keocu. When did you first meet Mr. O'Gara to work on t 


; 


) 
case 


Mr. 

vy ree : 

Mr. Kroai. In connection with that ease, did y 
Mr. I LAN. L had oceasior » Mr. O'Gara 


occasions. 


NI KEOGH. What was the na of t it case‘ 
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OGai 
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Mr. Keocn. And we do not bind ourselves by any rules of relevance. 
You can tell us what somebody told somebody else. When did that 
Canfield report of February 15, 1948, come to your attention for the 
first time? 

Mr. Dootan. Mr. Nickell discussed it, I would say, at least a year 
and a half or 2 years ago. 

Mr. Krogu. During the period when you knew the truth or falsity 
of youl allegations were to be estabhi hed, cid you refer anyone t 
that report? Did you call that report to anyone's attention ? 

Mr. Dooian. I presume not. 

Mr. Kroecu. You did not mention it to Mr. O'Gara or Mr. Sewar 
at the Sir Francis Drake Hotel. 

Mr. Dootan. I didn’t mention anything to Mr. Seward that I recog 
nize at the hotel. 

Mr. Krogu. You did not mention it to them, did you? 

Mr. Dootan. No, sir. 

Mr. Keogu. Did you mention it to Senator Tobey ? 

Mr. Dootan. No, sir. 

Mr. Keogu. Did you mention it to the Kefauver committee ? 

Mr. Doonan. No, sir. 

Mr. Keocu. Did you mention it to Mr. O'Gara and Mr. Hirsehma 
when you met at Mr. O’Gara’s house for a drink? 

Mr. Dootan. No. 

Mr. Krocu. Did you mention it to the special agent who interrogated 
vou on October 12, 1951? 

Mr. Dooran. I mentioned it to Mr. Frank, I am sure, yes, or Mr 
August. 

Mr. Kroau. Did Mr. Frank interrogate you on October 12? 

Mr. Dooran. No. 

Mr. Keoau. Then I will repeat my question. 

Mr. Doortan. To Mr. Sherman, no. 

Mr. Keocn. You did not. You just never mentioned it to any 
body except this committee this morning, is that not true? 

Mr. Doortan. You will find that I did mention it. It is in yo 
transcript there. 

Mr. Keoen. You never publicly mentioned it to anyone either, d 
you? 

; (No response, ) 

Mr. Kroon. And you thought there was nothing wrong with yo 
talking to the foreman of a grand jury or a member of a grand 
jury about matters that appeared before or might appear bef 
that grand jury 

fr. Dootan. It is not my recollection that there was any d 
ith the foreman of the grand jury about any matters t! 
were to be taken up by him, and so far as the discussion with M: 
Hirschman is concerned 

Mr. Kroon. You are wanting us to understand that by this ti 
by the time of that meeting between you and Mr. O’Gara and M 
Seward, your relationship had reached such a social plane that 
talked about nothing official, is that it? 

Mr. Dootan. Why should I discuss anything official ? 

Mr. Krogu. Do not ask me any questions. Answer my qu 
tions. 


° ] 
cussion with 
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Mr. Dootan. All right. It is not my recollection that there was 
any discussion of anything oflicial on my part. 

Mr. Keogu. And you were not concerned that your bill of par- 
ticulars, which you had handed to the legal adviser of the grand 
jury in his official capacity as assistant United States attorney, 
found its way into the hands of a member of another grand jury, 
were you? You were not concerned about that. were you! 

Mr. Dooran. That is within the discretion of the assistant United 
States attorney. so far as I know. 

Mr. Kroen. That is what you thought? 

Mr. Doonan. Yes. , 

Mr. Krogn. You never asked any questions about it ? 

Mr. Doonan. T was so advised that it was. 

Mr. Krocn. You just assumed that it would be. Who advised 
you / 

Mr. Dootan. Mr. O'Gara gave me to understand that was per- 
fectly proper, as did Mr. Hirschman. 

Mr. Keoon. Pardon me? 

Mr. Doouan. As did Mr. Hirschman. 

Mr. Krocu. When were you given that assurance? At the time 
of that meeting? 

Mr. Dooxan. Yes, sir. 

Mr. Krocu. And that was some time around the middle of May 
L951 ¢ 

Mr. Doonan. Yes, sir. 

Mr. Krocu. Did I understand you correctly, and correct me if I am 
wrong, that at that meeting between you and Mr. O'Gara, and Mr. 
Hirschman, at Mr. O’Gara’s house, you, in discussing the sources of 
verifying your allegations, you discussed the Kefauver committee 
testimony, is that right / 

Mr. Dootan. I don’t know that that was discussed. There may 
have been reference to it. There was some reference to the Cali- 
fornia Crime Commission reports and the Kefauver committee. 

Mr. KEOGH. So you were voing to refer to the testimony taken be- 
fore the committee to which your allegations were submitted in order 
to prove the truth of those allegations, is that right / 

Mr. Doonan. I was not going to refer to it. 

Mr. Keogu. Was that not what vou had in mind ?¢ 

Mr. Dootan. I don’t say that I was the person who referred to the 
Kefauver committee testimony or the California Crime Commission 
testimony. I say it was referred to. 

Mr. Krogu. When did you testify first before the grand jury? 

Mr. Dooian. It would be some time in June. 

Mr. Kroeu. You testified again the first week of August ? 

Mr. Dootan. Yes, sir: and in the meantime 

Mr. Kroeu. Did you tell any judge or any foreman of a grand jury 
hat you had met .at Mr. O’Gara’s house with a member of another 
vrand jury and discussed the bill of particulars? 

Mr. Dootan. No: I had no meeting with any judges. 

Mr. Kroen. You never told anybody about that meeting, did you? 

Mr. Doonan. To the grand jury: ves. 

Mr. Krocn. That is all. Mr. Chairman. 

Chairman Kine. Any further questions? 

(No response. ) 





2176 NTERNAL REVENUE INVESTIGATION 
Chairman Kine. The committee will recess until 2:45 this after- 
noon. You may be excused, Mr. Doolan. 
(Thereupon at 12:55 p. m., a recess was taken until 2:45 p. m. 


the same d Ly.) 
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Mr. O'Gara. I have never seen that document, and I have no idea 

Mr. DeWinp. Prior to March 9, 1951, when Mr. Doolan sent that 
letter to Senator Tobey, had you and he discussed these various 
matters that he had in mind and which were set forth in the letter to 
Senator Tobey ? 

Mr. O'Gara. Only very generally. 

Mr. DeWinp. There had been a number of discussions about those 
matters in a general way, had there ? 

Mr. O'Gara. Oh, yes. As I say, there was this case, Counsel, which 
was difficult to understand, that had been approved for prosecution 
in November, and indictments had been returned in January. 

Mr. DeWinxp. Did that case involve the collector’s office in any 
way! 

Mr. O'Gara. Only insofar as the case arose out of an investigation 
conducted by Internal Revenue Bureau personnel. 

Mr. DeWtnp. By collector’s office personnel or by personnel of 
the Intelligence Unit ¢ 

Mr. O'Gara. By both. 

Mr. William Burkett was retained at the beginning of that case 
The case goes back a long time, of course. 

Mr. DeWrnp, Yes. 

The discussion with respect to these particular matters that Mr 
Doolan had in mind began prior to his sending the letter to Senator 
Tobey: is that right ? 

Mr. O'Gara. No, I don’t know that it did. I didn’t know that the 
letter had been sent until after it had been sent. 

Mr. DeWrxp. Mr. Doolan never told you he was preparing a letter 
to Senator Tobey, or to anyone else ? 

Mr. O'Gara. No. I never had any information until after the 
thing was accomplished. 

Mr. DeWinp. After it was accomplished he mentioned it again t 
you while you were talking about this other case, that he had in fact 
drawn up a letter and sent it to Senator Tobey ? 

Mr. O’GaraA, I think he said that. 

Mr. DeWrxp. Do you recall when that matter first came up, wher 
he first told vou about this? 

Mr. O'Gara. Tam sorry, [ just don’t remember. 

My best recollection is sometime in January. That is, the matte: 
first came up in January, and then T learned sometime in April—lI 
believe it was the last week of April—that he had sent a letter 
month or so prey lous. 

Mr. DeWrnp. Between January and April was this just a matter 
of conversation between you, or did you take any action on it? 

Mr. O'Gara. Oh, I took no action. It was conversation. It was, 
of course, such conversation as an assistant United States attorne 
and a Government investigator frequently indulge in. 

Mr. DeWrxv, During that period from January to April of 195! 
did Mr. Doolan mention specific cases to you in which he considered 
there was evidence of improper conduct in the collector’s office ? 

Mr. O'Gara. In which period, please ? 

Mr. DeWinp. From January to April of 1951. 

Mr. O'Gara. I don’t remember. I think perhaps that I might sav 
you time and say simply that my best recollection is that the last 
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week of April Mr. Doolan said that in his letter to Senator Tobey 
he had sent a long list of allegations. And at that time he told me 
in general what those allegations were, so that would be my first 
recollection of a specific discussion of matters that, as I recall them, 
are similar to the matters that Mr. Frank discussed here. 

Mr. DeWinp. Prior to that time you had not suggested to Mr. 
Doolan that he should present these matters to any authorities ? 

Mr. O'Gara. Prior to that time I had asked Mr. Doolan what the 
authorities ordinarily handling such matters—since he had indicated 
they were common knowledge—were doing about them, and he said 
he had no idea. 

Mr. DeWrnp. Did Mr. Doolan tell you he had turned over these 
allegations to the authorities, or just that it was a matter of general 
knowledge ¢ 

Mr. O'Gara. He indicated that it was a matter of common knowl- 
edge, widespread knowledge. 

Mr. DeWinp. Each of these specific matters was a matter of wide- 
spread knowledge ? 

Mr. O'Gara. He was speaking about the matters generally. 

Mr. DeWinp. What matters was he speaking about generally ? 

Mr. O'Gara. The matters referred to in the material transmitted to 
Mr. Tobey, | suppose. 

Mr. DeWinp. That is what I mean, that the specific allegations of 
1. number of cases referred to in his letter to Senator Tobey were 
matters of common knowledge. 

Mr. O'Gara. That is correct. 

Mr. DeWinp. Had you ever heard of any of those matters from 
anybody else except Mr. Doolan ? 

Mr. O’Gara. I think it would be a lot easier if I saw the list of 
matters. It is rather difficult to remember. 

Mr. DeWinp. This document. Mr. O’Gara,. was identified by Mr. 
Doolan as a copy of the material he had sent to Senator Tobey with 
his letter of March 9. 

Mr. Curtis. Mr. Chairman, are copies available of that so that we 
might follow along? 

Mr. ‘TORIN. We have other copies: yes. 

Mr. O'Gara, I recall item (a), referring to James Christman. That 
had been spoken of. 

I think you asked if these were matters of common knowledge. Was 
that the question / 

Mr. DeWinp. Yes. You had heard of this matter from other 
sources / 

Mr. O'Gara. I had heard in a very, very vague, very general way. 

Mr. DeWinp. From whom had you heard of any matters involving 
Mr. Christman ? 

Mr. O'Gara. I cannot recall. I don’t remember from what source 
I heard of that matter. 

Mr. DeWinp. Had you heard specifically the matters set forth in 
this allegation ? 

Mr. O'Gara. No; until Mr. Doolan showed me the document which 
here is entitled “bill of particulars.” I had never heard of it. It 
seems to me that there is something missing here. There was a refer- 
ence to the chain of command, which Mr. McKenney— 
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Mr. O'Gara. There was a letter, and then there were two enclosures. 
This was one of them. 
Mr. O'Gara. My recollection is that Mr. Doolan’s presentation of 


the document. or something like it, which you show me here, and 
otnel e, perhaps, which referred to a 50 alled chan of command 
\i Stil leat if is] fies to 
i f the un Of col na 1 very 9 wiv, to 
i i} Vino. Wh oO ru Tie Vv \< LV | ou id heat 
i i ( ridakiia 
fr. O'G I had been in the United States attorney’s office fron 
1) up until t \ Wits e April or M 
\ I t Curie n the | ed St Ltorm ; ollice, as | 
F rst sion i { to vo GON to court t 
Ni Leal Mi Lea Y was l a Vv ,rincometl 
I Lt n the oi i very Tew vs. And the te mony by M 
was In rel lepartment payotts, an 


I got imto the ofher there Was some reteren 


f ( sion with Mr. Burkett or w th other representative 
of the Internal Revenue Bureau, about conditions in the Inter 
eve Tal he chain of command is concerned 


i¢ il { 
\I DeWINpD. You mean int e ollector’s office / 
O'Gara. Y 


Cs. 
‘ir. DeWruxp. Prior. then, to Mr. Doolan’s presenting you wit! 


‘ you L\ id heard what you might 
oncerning conditions in the collect 
1 correct ¢ 
Vr ov . That Oo} t: 
\ nber spr i I remember s 
! oO Ol ‘ I ( ( 
Ir. IN uw. Mr. DeWind, I rt sh to rupt. b 
e witness at | e. tition to pointing « 
that lL about independently of Mr. Doolan. 
th ll of p lars he Mr. Doolan d 
ind May 
Mr. DeWinp. Of cours 
\I ee, \. l plant i Ca : ret mb 4 t| « We michnt hay 
ers. but I don’t remember whicl others necessarily. 


Mr. K _ Would vou be good enough to look over the lst ar 
! 


i vour re ollect on as to whethe1 vou discusst 


theory 7 


Mr. O'GARA. I have exan ined the | t. al d of course I am famil 
through the presentation to the grand jury, and I can 


with 
nfidently that | don’t remember anv others besides the items | hat 


to. the Christman item, and the chain of command, wh 


referred 
n't here. 
Mr. DeWixp. When you refer to the chain of command iter 
that do vou mean that there were statements about that in the collector 
office, that some people had heen bypassed and others had assume 
responsibility for matters that were not ordinarily assigned to then 
Mr. O'Gara. Yes. 








e 





INTERNAL REVENUE INVESTIGATION 2181 


Mr. DeWrnp. Had you heard anything else about the chain of 
command ¢ 

Mr. O’Gara. No; I don’t remember any other details. 

Mr. DeWinp. It was just a general allegation that certain people 
controlled the collector’s office ? 

Mr. O'Gara. Yes. 

Mr. DeWinp. Mr. Doolan first presented you with a copy of this 
document, the chain of command document, so-called, and the so- 
called bill of particulars, toward the end of April. 

Mr. Doolan has said about April 25. 

Mr. O'Gara. I think that he didn’t present me with a copy at that 
time. I believe he read it to me, or showed it to me, and he retained 
the « opy. 

It was at that meeting—both of us knew, of course, that Mr. Tra- 
mutolo was going to come into office shortly—that I suggested that he 
might discuss the matter with Mr. Tramutolo to see if he had any 
suggestions about it. 

Accordingly, Mr. Doolan made a telephone call from my office. 

Mr. DeWrnp. Just a minute, Mr. O'Gara. You said to Mr. Doolan, 
“Why don’t you talk about this to Mr. Tramutolo to see if he has any 
suggestions about it”? 

Mr. O’Gara. I believe that was the gist of the conversation. 

Mr. DeWrixp. What did you intend that Mr. Doolan should obtain 
from Mr. Tramutolo, by way of suggestion ? 

Mr. O'Gara. I had no intention whatsoever. I didn’t know what 
he might get from Mr. Tramutolo. 

Mr. DeWrnp. Let me put it this way. 

You apparently had some feeling that it should be discussed with 
Mr. Tramutolo before he took office. 

Mr. O’Gara. I had no feeling that it should be discussed with Mr. 
Tramutolo. I thought that it might be discussed with Mr. Tramu- 
tolo. 

Mr. DeWinp. In any event, you suggested to Mr. Doolan that he 
take it up with Mr. Tramutolo? 

Mr. O'Gara. Yes. 

Mr. DeWrnp. And, in fact, Mr. Doolan testified he called Mr. 
l'ramutolo from your office. 

Mr. O’Gara. That is correct; he did. 

Mr. DeWrnp. Did you give any reasons to Mr. Doolan why you 

thought it should be discussed with Mr. Tramutolo ? 

Mr. O’Gara. It wasn’t a matter of whether it should or should 
not be discussed, as a matter of legal procedure, if that is your ques- 
tion. It was simply a matter of courtesy. 

Mr. Doolan told me that he had known Mr. Tramutolo for many 
vears, that he was a family acquaintance. So I said, “Why don’t you 


vo and talk to Mr. Tramutolo and see what he has to say about this sort 


»f thing?” 

Mr. DeWinp. You apparently felt that should occur before he took 
office, though ? 

Mr. O'Gara. I didn’t feel that it should. I felt that Mr. Doolan 
might ; he could do it if he liked. It was just a suggestion. 

Mr. DeWinp. Did you tell Mr. Doolan that you would like to have 
him obtain Mr. Tramutolo’s reaction and report it back to you? 


91550—52—pt. 317 





2182 INTERNAL REVENUE INVESTIGATION 


Mr. O’Gara. No: I don’t think I put it that way. 

I think I said, “If you do go to him I would be very interested in 
knowing what his reaction is.” 

Mr. DeW rnp. Then you did want to know Mr. Tramutolo’s reaction 
to this cou tesy call of Mr. Doolan? 

Mr. O'Gara. I wasn’t at all certain that he was going to see Mr. 
Tramutolo. It was immaterial to me whether he did or not, but Mr. 
Doolan had indicated that Mr. Tramutolo was a long-standing friend. 

Mr. DeWrnp. Tell me, Mr. O’Gara, at this time did you have as 
part of your assignments as assistant United States attorney matters 
involving Internal Revenue and Internal Revenue personnel ? 

Mr. O'Gara. My assignment at the time involved several statutes, 
Treasury violations, crimes on Government reservations, and assaults 
of officers. 

I had come into Internal Revenue matters only to the extent of the 
case which arose out of the Zamloch trial—the Paul J. Steffen case. 

Mr. 

Mr. DeWrnp. Pardon my interrupting you. What I really wanted 
to develop here was, did you have jurisdiction as part of your assign- 
ments as assistant United States attorney over charges against Bureau 
of Internal Revenue personnel? 

Mr. O’Gara. I didn’t know of any charges against any Bureau 
personnel. 

Mr. DeWrnp. These allegations that Mr. Doolan had shown you 
were allegations involving in substantial part alleged misconduct of 
Bureau personnel, and I wondered whether, in the event that any of 
these matters were referred to the United States attorney’s office, that 
was part of your assignment to handle those cases ? 

Mr. O'Gara. As assistant United States attorney I think it was 
part of my assignment to take anything that any Government agent 
might bring to me and hear it, at least; and I heard it. 

Mr. DeWrnp. I was not asking that. I was simply wanting to 
know whether it was part of your assignment to handle such cases 
before grand juries. 

Is that an unfair question to ask? 

Mr. O’Gara, I don’t think I understand the question. 

Mr. DeWrnp. You were assigned to certain specific areas as assist- 
ant United States attorney. Did that include an assignment to han- 
dle charges of criminal conduct brought against Internal Revenu 
Bureau personnel ¢ 

Mr. O'Gara. First of all, I must make this clear. I don’t think it 
can be emphasized too strongly that Mr. Doolan did not bring any 
criminal charges against—— 

Mr. DeWrnp. Mr. O’Gara, I was not implying that. I was simply 
asking whether your assignment included the handling of charges 
against Bureau personnel. 

Mr. O'Gara. I will answer that now. 

About January 15, 1951, Mr. Hennessy, in the presence of the 
Seward grand jury—and for the record I would like the record to 
show that I have had discussions with committee counsel regarding 
rule 6 of the Federal rules, and I have also discussed Judge Fee's 
order in respect to secrecy of the grand jury proceedings, and testi- 
mony that I am about to give, and all later testimony that may relate 
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to the conduct of the grand jury affairs, or of transactions with grand 
jurors shall be, as I understand, qualified testimony, in the state of 
the record. 

There is no objection under rule 6, as I unde rstand it, on the part 


of counsel, nor any objection according to Judge Fee’s order, to such 
testimony being elicited here. Is that correct ? 

Mr. DeWrnp. Mr. O’Gara, I have asked you a awe ion which does 
not seem to me to get into any such area as you | are cis ‘ussing, nor do 
I care to express any general opinion about questions as a whole 
This particular question that I asked you was this: Was it part of your 


assignment as assistant United States attorney to present cases involv 
ing charges of criminal misconduct of Bureau of Internal Revenue 
personnel ¢ Can that not be answered without getting into a discus 
sion of what took place before a grand jury / 

Mr. O’Gara. I think the public interest demands that counsel con- 
sider the propriety of answers that will inquire of the conduct of 
affairs before the grand jury, and I am perfectly willing to answer 
it. But I think the reference to the grand jury is absolutely essential. 

Mr. DeWrnp. Mr. O'Gara, does a description of your assignment 
as assistant United States attorne y require you to disc uss what hs ap- 
pened before a grand jury ? 

Mr. O’Gara. With respect to matters relating to this hearing I think 
it og 

Byrnes. Mr. O'Gara, you can tell us in what capac ity you were 
Wwol athe in the United State torney’s office, and what matters were 
ordinarily referred to you, nel class of cases came into the office, 
whether they were referred to you or somebody else. Who in the 
office had charge in matters relating to personnel in the Internal 
Revenue Bureau ? 

Mr. O'Gara. I don’t know. 

Mr. Byrnes. Did you have it? 

Mr. O’Gara. I didn’t have it as such. 

Mr. Byrnes. I think that is what counsel has been trying to get. 

Mr. O’Gara. I think at the same time, Mr. Byrnes, that the record 
should show that Mr. Hennessy assigned me to take care of all of the 
matters before the Seward grand jury, and the matters wi! ur 
related to this so-called bill of particulars grew directly out ‘of my 
transactions in connection with the Seward grand jury investigation. 

Mr. DeWrnp. When you say that they grew directly out of it, you 
mean that while Mr. Doolan was working with you on that case before 
the Seward jury he discussed these things with you, but it had no 
onnection whatsoever with that particular case, did it? 

Mr. O'Gara. It had no connection in the sense that the same in- 
dividuals were not involved. But there was some suggestion that the 
conduct of the case before the Seward grand jury was paralleled by 
the conduct of other cases 

Mr. Dy WHINpD. Are you suggesting here that. because Mr. Doolan had 
discussed matters in the collector's office with vou while you were 
working on a case before the Seward grand jury, that brought it 
within the definition of matters that were before the Seward grand 
jury ? 

Mr. O'Gara. It certainly became that. 

Mr. DeWrnp. At the time that Mr. Doolan presented this bill of 
particulars to you, and you suggested that he might discuss it with 
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Mr. Tramutolo, hs id the matter been presented to the Seward grand 
jury in any way? 

Mr. O'Gara. That was April 25. No;ithad not. Pardon me. 

Mr. DeWinv. That was not a matter before the Seward grand jury 
at that time? 

Mr. O'Gara. It was a matter before the Seward grand jury in this 
way. Going back to November 1950, and earlier, referring to th 
Zamloch trial, I think the starting point should be the conclusion 
of the Zamloch trial, Judge Waring, when the judgment was pro 
nounced in the Zamloch trial—— 

Mr. DeWtrnp. Just a minute, Mr. O’Gara. I do not want to inter 
rupt any answer that is responsive to the question, but the questio: 
pen ding does not seem to me, at least, to go back to that piece of history 

Mr. O'Gara. None of this happened suddenly or overnight, and it 
developed gradually and quite naturally, and I think it might be ap 
propriate, but I do not care to waste the time of the committee if that 
is not responsive. I would consider your question again. 

Mr. DeWrnp. I simply wanted to find out in an ‘orderly fashion 
whether it was part of your assignment to handle cases involving 
charges against Bureau personnel. You said it was not as such 
Then I understood you to say that you felt that under your instruc- 
tions to handle all matters presented before the Seward grand jury 
this was a matter which fell within that set of instructions as a matter 
coming before the Seward grand jury. 

Mr. O'Gara. That is correct. 

Se DeWtnp. Then I think I asked you whether this was, on April 

a matter that had been presented to the Seward grand j jury, namely, 
anes ific allegations concerning conduct of the employees in the co! 
lector’s office. Had any of these allegations been presented to the 
Seward grand jury on April 25? 

Mr. O'Gara. The allegations as such had not been presented. 

Mr. DeWrnp. That is all we are talking about for the moment, jus' 
these allegations concerning specific acts of conduct or misconduct « 
the part of collector’s office personnel. Then I think it is clear, is 
not, that was not before the Seward grand jury at that point? 

Mr. O’Gara. Do you care to hear what the first reference to Interna! 
Revenue irregularities was ? 

Mr. DeWrnp. Let me proceed to ask the questions. I want my 
questions to be entirely fair. 

Mr. O'Gara. I think they are. 

Mr. DeWrnp. I think the answer to the question, as I understand 
what you say as to whether or not these matters of specific allegations 
were before the Seward grand jury on April 25, is “no,” is that correct ! 

Mr. O'Gara. As a matter of formal presentation, that is correct. 

Mr. DeWrnp. Now, as to each of these matters, any presentation 
to the grand jury concerning them would have involved a separate 
case for each matter, would it not ? 

Mr. O'Gara. I have no idea 

Mr. DeWrnp. Each are separate charges, are they not, or separate 
allegations concerning specific acts ? 

Mr. O'Gara. I think we may be getting off to an unfortunate start, 
but I don’t think that this, since it is not the approach that was take: 
to the grand jury, I don’t think that this accurately accounts for h: 
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this matter happened. The matters that were presented to the grand 
jury by me were presented on May 11 for the first time, and at that 
time they were presented as a list of recommended investigations. 

Mr. DeWinv. Concerning personnel of the collector's office, is that 
correct ¢ 

Mr. O’Gara. Concerning a great number of things, but more items 
than are here. 

Mr. DeWrnp. But including these items? 

Mr. O’Gara. I believe so. 

Mr. Curtis. Mr. Counsel, where is a list of these additional items? 

Mr. DeWrnp. I have no idea what Mr. O'Gara is referring to except 
t was a list of matters presented to the grand jury, and I did not 
wish to inquire what matters were presented to the grand jury outside 
of this list. 

Mr. Currts. I would like to clarify the record on this. When Mr. 
rank was here, he talked about one group having more allegations 
than another list had, and he started off with a photostat of some- 
thing of unknown origin, and I would like to see a complete list of 
everything that was under consideration in this alleged letter to 
Senator Tobey or bill of particulars, whatever it is. 

Mr. Kroen. In connection with that, Mr. DeWind, I would like to 
ask you the question as to whether you think the mere mention of a 
list of potential subjects for investigation by a grand jury brings that 
list within any prohibition of inquiry. 

Mr. DeWinp. I am not sure what this list is, Mr. Keogh, where it 
was prepared, who prepared it, or how it was prepared. 

Mr. Krocu. My point being that I personally see no objection to 
nquiring of the assistant United States attorney in charge of 
grand jury to tell us what subjects he suggested to the grand jury. 
He does not perhaps have to tell us what the grand jury did, if any- 
thing. 

Mr. O’Gara. I am certainly prepared to answer Mr. Keogh’s ques- 
tion if counsel wishes it answered. 

Mr. DeWrnp. I have nothing to do with Mr. Keogh’s question. 

Mr. Kroger. I am not putting it in the form of a question. I want 
t to be clarified on the extent to which we might inquire of the matters 
that are before a grand jury or grand juries. 

Mr. DeWrnp. Mr. O'Gara, I would like to get back to the point I 
had reached. On April 25. when you suggested to Mr. Doolan that 
he might present his correspondence with Senator Tobey to Mr. Tra- 

itolo and told him that you would be very interested if you could 
get a report from him on what Mr. Tramutolo said, at that time at 
least these matters had not been presented to the Seward grand jury? 

Mr. O'Gara. That is correct. 

Mr. DeWrinp. We are agreed on that, are we not ? 

Mr. O'Gara. Yes. 

Mr. DeWrxp. When Mr. Doolan called from your office and ar- 
ranged a meeting with Mr. Tramutolo, was that meeting set for the 
same day or the following day? 

Mr. O'Gara. I don’t remember. I think it was some time after- 

ards. 

Mr. DeWrxp. Did Mr. Doolan report to you the conversation he 

d with Mr. Tramutolo? 
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Mr. O'Gara. Yes, I think the following week. I heard Mr. Doolan’s 
testimony here before the committee, and I remember substantially the 
same account was given to me by Mr. Doolan when he returned, 

Mr. DeWinp. Could you state to the committee your recollection 
of precisely what Mr. Doolan said to you when he came back from his 
meeting with Mr. Tramutolo? 

Mr. O’Gara. The principal statement that he made according to the 
conversation with Mr. Tramutolo, was that Mr. Tramutolo had said, 
“My God. if omething isn’t done about this, they will never elect an 
other Democrat in California for 20 years.” He went on to say they 
are making Mike Schino the goat, or something of that sort. Those 
were the things that I recall. 

Mr. Dy WIND Did Mr. Doolay rep rt to vou anyvth he about Mr. 
Tramutolo’s attitude about what should be done by the United States 
attorney’s office or what he would do as United States attorney ‘ 

Mr. O'Gara. No, he said no statement that I recall regarding what 
Mr. Tramutolo said. He did make the statement or some kind of a 
statement about the fact that he owed no obligation to anyone and that 
his primary interest was, I think, to protect the President of the 
United States, something to that effect. 

Mr. DeWinp. Mr. Doolan has told us here that what Mr. Tramu- 
tolo said to him, and what he reported to you in substance and effect, 
was that Mr. Tramutolo owed no obligation to anyone except the 
President, and he would 70 down the line on any mi itters involved i in 
this bill of particulars. 

Mr. O'Gara. He may have said that. 

Mr. DeWrnp. Then the attitude of Mr. Tramutolo as reported back 
by Mr. Doolan to you was that Mr. Tramutolo was determined to do 
whatever should properly be done, in substance and effect. 

Mr. O'Gara. I received the report and thought it was rather am 
biguous. I couldn’t tell what Mr. Tramutolo had in mind and for 
that reason I got in touch with Mr. Tramutolo myself and saw him 
in his office shortly thereafter. 

Mr. DeWrnv. What was the ambiguity in the report that you re 
ceived from Mr. Doolan ? 

Mr. O'Gara. Well, the statement, “If something isn’t done about 
this”: I don’t know what that meant. 

Mr. DeWinp. His statement was that he was going to go down the 
line on it if there was anything to these things, that he owed no obliga 
tion to anybody and would go down the line on them. Was there 
anything ambiguous about that? 

Mr. O'Gara. I don’t recall that statement. Mr. Doolan may have 
reported that statement to me, but my recollection of his account of 
the conversation with Mr. Tramutolo is that the effect of his account 
was to lead me to believe that I ought to see Mr. Tramutolo myself. 
I wanted to hear first hand, in other words, what it was that Mr. 
Tramutolo had said. 

Mr. DeWrnp. Concerning this bill of particulars / 

Mr. O'Gara. Yes. 

Mr. DeWinp. You felt it was part of your obligation to quiz M: 
Tramutolo about his attitude before he took office ? 

Mr. O'Gara. Oh,no. I never felt any necessity for quizzing anyone. 
Like Mr. Doolan, I had known Mr. Tramutolo for a long time, too, 
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and I believed it would be the courteous thing to make a courtesy call 
upon him before he took office. His family and mine have been 
acquainted for many years. I met Mr. Tramutolo in 1942 in Wash- 
ington, D. C. 

Mr. DeW inp. I understood you to say that your feeling you should 
call on Mr. ‘Tramutolo was the result of an ambiguous report or what 
you considered an ambiguous report from Mr. Doolan, and not merely 
a courteous or social call. 

Mr. O'Gara. Both aspects were involved. 

Mr. DeWrnp. But in any event, you had not made the call until 
you received Mr. Doolan’s report ? 

Mr. O’Gara, No. Asa matter of fact, I think I tried, but it turned 
out I didn’t see Mr. Tramutolo until some time after the meeting that 
he and Mr. Tramutolo had. 

Mr. DeWinp. Was there anything in what Mr. Doolan reported to 
you which caused you to feel that Mr. Tramutolo would do less than 
his duty as United States attorney ? 

Mr. O'Gara. I did not know what Mr. Tramutolo was going to do. 
I had no idea at all from the account that Mr. Doolan gave me. 

Mr. DeWinp. You did have an idea that he did not intend to 
cover up for anybody, that he was under no obligation ? 

Mr. O’Gara. I didn’t have any such idea. I didn’t have any notion 
whatsoever. That report had been made, but the dominant note was 
this business about if something isn’t done about this, and the some- 
thing wasn’t described. 

Mr. DeWrnp. Let us not argue about what implications you derived 
from that report. Prior to this time or at this time did you discuss 
the matter with Mr. Hennessy, who was then United States attorney ? 

Mr. O’Gara. There was no obligation to discuss it with Mr. Hen- 
nessy. Mr. Hennessy assigned me to the Seward grand jury on 
January 15, 1951, to handle fully all of the matters and conduct any 
investigation that was necessary. 

Mr. DeWrnp. This was not a matter before the Seward grand jury. 

Mr. O’Gara. Do you wish me to explain how the Seward jury was 
very interested-—— 

Mr. DeWrnpv. I do not know what the Seward jury was interested 
in. I do not want you to report on what the Seward jury was in- 
terested in. It would seem to me that would fall under the secrecy 
category. 

Mr. O'Gara. We have gone into my authority 

Mr. DeWrnp. I have asked only what your authority was in the 
office, what assignments you had in the office, and you said Mr. Hen- 
nessy assigned you to handle all matters before the Seward grand jury. 

Mr. O'Gara. That happened on January 15, before the jury. 

Mr. DeWinp. That he gave you that assignment. 

Mr. O’Gara. Now, if counsel wishes, we can go into the matter that 
did not occur in the grand jury room, but occurred between Mr. 
Seward and Mr. Hennessey and the matter which I refer to I believe is 
the origin of Mr. Seward’s interest in the Internal Revenue matters. 
Does counsel wish that ? 

Mr. DeWrnp. I think, Mr. O’Gara, if you would permit me to ask 
the questions, then if at the end of the questioning you wish to make 
a statement of any kind—— 





2188 INTERNAL REVENUE INVESTIGATION 


Mr. O’Gara. I don’t wish to make any statement. 

Mr. DeWrnp. Then let me ask the questions, and you answer them 
If you want to present a statement to the committee at the end, I an 
sure it will receive full consideration. 

Mr. O’Gara. I know it will. 

Mr. DeWrnp. You did not discuss the bill of particulars and th« 
information brought to you by Mr. Doolan with Mr. Hennessey ’ 

Mr. O'Gara. No, I did not. 

Mr. DeWrnp. Did you discuss it with anybody else in the office ’ 

Mr. O'Gara. No, I did not. 

Mr. DeWrnp. You say after Mr. Doolan reported back to you, yo 
went to see Mr. Tramutolo yourself? 

Mr. O'Gara. Yes, I did. 

Mr. DeWrnp. What did you say to Mr. Tramutolo when you saw 
him concerning this collector’s office matter that Mr. Doolan brought 
up ¢ 

Mr. O’Gara. I didn’t say anything. I felt if he wanted to discuss it 
he would bring it up. 

Mr. DeWrnp. In your conversation with Mr. Tramutolo, therefore. 
you made no reference whatever to these matters Mr. Doolan ha 
presented to you? 

Mr. O'Gara. I alluded to the fact Mr. Doolan and I had been work 
ing together for a considerable period of time, that I admired M: 
Doolan very much, and I considered him one of the best men that | 
had had the privilege to work with. 

Mr. DeWrnp. But that was the only reference to Mr. Doolan? 

Mr. O'Gara. That is all I can recall. 

Mr. DeWinp. You did not mention that Mr. Doolan had brought 
to you these matters concerning the collector's office ? 

Mr. O'Gara. No, I did not. 

Mr. DeWtinp. So that topic did not come up at all ? 

Mr. O'Gara. No. 

Mr. DeWixv. When did that conversation occur? 

Mr. O’Gara. That occurred, as nearly as I can remember, about 
week after April 25, at the time the appointment was made. 

Mr. Curtis. Mr. Chairman, may I ask a question at that point / 

Chairman Kine. Mr. Curtis. 

Mr. Curtis. Was the purpose of your reference to Mr. Doolan, thi 
fact that you had worked together and you had confidence in him, t 
give Mr. Tramutolo an opportunity to comment upon the confer 
ence that you knew he had had with Mr. Doolan ? 

Mr. O’Gara. Yes, it was. 

Mr. DeWrnp. But you did not tell Mr. Tramutolo that Mr. Doola: 
had ever taken these matters up with you ? 

Mr. O'Gara. No. It occurred, as I understand it, just a little whi 
before that Mr. Doolan had been to Mr. Tramutolo’s office and advise 
Mr. Tramutolo of the content of the bill of particulars, and had told 
Mr. Tramutolo that I had the same information, that he had discusse: 
the information with me. 

Mr. DeWrnp. Mr. Doolan told you he conveyed that informats 
to Mr. Tramutolo, that you had the information ¢ 

Mr. O’Gara. Yes. 

Mr. DeWrnp. I do not believe in Mr. Doolan’s testimony here h¢ 
made that reference, as far as I can recall. But you think he did t 
Mr. Tramutolo that you had the bill of particulars? 
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Mr. O’Gara. I had the information contained therein. 

Mr. DeW inp. In your conversation with Mr. Tramutolo, apart from 
this statement by you that you had worked with Mr. Doolan and 
thought him a fine person, was there any other discussion involving 
matters before the United States attorney’s office, or was the rest of 
your visit entirely social? 

Mr. O’Gara. There was some discussion about the deplorable state 
of salaries in the United States attorney’s office. Mr. Tramutolo said 
that he thought it was shocking, that United States attorney’s assist- 
ants were paid as they were. He indicated that he intended to do 
something about it just as soon as he got out there. 

Mr. DeWinp. Was there any other discussion about business matters 
in the office, or was the balance of it social ? 

Mr. O'Gara. That was the substance of it. I don’t recall anything 
further. Oh, there was something, while I was there, there was a 
telephone call from Washington. Mr. Tramutolo said 

Mr. DeWinp. I don’t want to go into Mr. Tramutolo’s call to Wash- 
ington unless it was part of your conversation with him. 

Mr. O'Gara. It-related to his forthcoming appointment as United 
States attorney. It is of no interest to me. 

Mr. DeWinp. He was not talking to you? You overheard his end 
of the telephone conversation ? 

Mr. O'Gara. No, he talked to me when the conversation was over. 

Mr. DeWrnp. What did he say to you, then? 

Mr. O'Gara. He said, “Well, Charlie, it is all set. The Senate is 
going to confirm me shortly.” He said, “You know, Charlie, I lived 
in Nevada for a long time, and Mr. McCarran is the one who has 
helped me most in getting this appointment,” and he then said, “As a 
matter of fact, Republicans have been more helpful than the adminis- 
tration,” or something of that sort. 

Mr. DeWrnpv. After your meeting with Mr. Tramutolo, you had 
gained no further information concerning his attitude about the 
Doolan matter ? 

Mr. O'Gara. He had expressed no information or given me no 
information. 

Mr. DeWinp. He had not undertaken to discuss it with you at all? 

Mr. O’Gara. None whatever. 

Mr. DeWrnp. And you did not undertake to discuss it with him at 
all? 

Mr. O'Gara. No. 

Mr. DeWinp. What was the next action that you undertook with 
respect to these charges that Mr. Doolan had brought up? 

Mr. O'Gara. On Friday, May 11, I took the carbon copy of the 
bill of particulars. I edited it, that is, I reworded some of it that I 
didn’t feel conformed to my idea of how it should be presented, and 
I gave the penciled copy to a secretary, a stenographer upstairs. She 
typed it up, and on Friday, May 11, the Seward jury secured the 
finished product, the typed recommended investigation consisting of 
8 pages and some 14 typewritten items and a fifteenth item which was 
in my own handwriting, and consisted of additional allegations. It 
actually consisted simply of a list of taxpayers alleged to have re- 
ceived favored treatment in the collector’s office. 

Mr. DeWrinp. Which list of taxpayers is this you are referring to? 
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Mr. O’Gara. The list of taxpayers which became item 15, I believe, 
and was written in my own handwriting on the original of the recom- 
mended investigations. 

Mr. DeWrnp. This was what you prepared. What was the source 
of your information on this fifteenth item? Is that one of Mr. 
Doolan’s items or was that another one ? 

Mr. O'Gara. No, that was part of discussions with Mr. Doolan. 

Mr. Curris. May I ask a couple of questions at that point? This 
fifteenth item was written in longhand by you? 

Mr. O’Gara. Yes, it was, sir. 

Mr. DeWinp. Did you retain carbon copies of of the typed portion 
of this document that went to the grand jury ? 

Mr. O’Gara. No, there was an original, and I believe six or 
seven carbon copies made up in the United States attorney’s office, 
and they were all part of the file. 

Mr. Curtis. Do you have any of those six or seven copies now ‘ 

Mr. O'Gara. No, I do not have a copy. Those copies are—the 
last time I saw the copies was when on August 31 I turned the file, 
with the copies, over to the Attorney General’s office in Washington. 

Mr. Curtis. This last item put in here in longhand, did you writ 
that on the copies, too? 

Mr. O'Gara. I believe I did. I know that I confirmed at least two 
or three of them. 

Mr. Curtis. About how many names were in there ? 

Mr. O’Gara. Of course, you will appreciate that it has been a long 
time. I think there were five or six. That, of course, brings us to 
matters that constitute part of the Department of Justice files, and 
I would have to, I think, or testimony on that would have to be 
cleared with the Attorney General's representative, Mr. Cunningham. 

Mr. Curtis. Now, that I might be clear in my mind, is this the 
missing item in the so-called bill of particulars? 

Mr. O’Gara. There are two missing items in the so-called bill of 
particulars. 

Mr. Curtis. You better identify the so-called—I am referring t 
this document of unknown origin that Mr. Frank referred to, and 
had before him. Were there two items missing in that? 

Mr. O'Gara. I would like to see that. I understood it was quit 
different, at least in orthography it was quite different, from thus 
typed bill of particulars. It is not a photostatic copy of the bill of 
particulars. I would have to know what omissions were there. 

Mr. Curtis. What were you identifying as two missing items ‘ 

Mr. O'Gara. I was identifying first the block of taxpayers’ names, 
which I believe was a block of five or six. That was in my own hand 
writing. 

The next item was the matter of the chain of command, which does 
not appear here and as a matter of fact, in respect to the chain of 
command, I am not sure whether that was written in longhand, or 
part of my presentation on the morning, May 11, and then sul 
sequently on May 16, to the grand jury. The grand jury transcript, 
of course, would be the best record of that, but I distinctly remember 
that the block of taxpayers’ names, which is missing from this item, 
and the chain of command, which is also missing from this bill of 
yarticulars, constituted part of the presentation on May ll and « 
May 16 to the Seward and the Taylor grand juries respectively. 





INTERNAL REVENUE INVESTIGATION 2191 


Mr. Curtis. Now I would like to ask counsel, is there any restriction 
on the disclosure to this committee of that block of taxpayers’ names? 

Mr. DeWrnp. I do not know what names are on the list that Mr. 
O’Gara is referring to. He says there are five or six names he wrote 
out in longhand. Were those all derived from information Mr. 
Doolan and had given you? 

Mr. O’Gara. That is correct. 

Mr. DeWrnp. I don’t know what names were on the list. Does the 
committee wish to have Mr. O’Gara tell them off the record what 
names were on that list? 

Mr. Curtis. Of course, I do not know what it is. I do not know 
whether it is _ 

Mr. DeWinv. I do not know either, Mr. Curtis. 

Mr. Curtis. I do not know whether it is substantiated, but I am 
disturbed over every witness referring to the fact that a document is 
not complete. 

Mr. DeWinp. My recollection is that Mr. Doolan identified this as 
being the complete document that he sent to Senator Tobey. 

Mr. Curtis. My own feeling is that if there is a taxpayer’s name on 
there who in truth and in fact is not guilty of wrongdoing, it would 
be a mistake to spread it on the public record. On the other hand, 
if it is a list of taxpayers who are guilty of wrongdoing, they are no 
different from these people who work for the Government and they 
should be—— 

Mr. Dre Wrnpv. I think that is precisely the question, Mr. Curtis. 
So far the committee has not requested on this record certain names 
where the investigation was said not to have borne out any charge, and 
as to these I cannot tell. 

Mr. Curtis. What I want to know, then, and I am not asking him 
to recite the names publicly at this time, Does the committee have the 
list of names of those taxpayers referred to in this penciled memo- 
randum ? 

Mr. DeWinp. I cannot tell. I have never seen that memorandum 
or learned of its contents. 

Mr. Curtis. Do you know, Mr. O’Gara, Does this committee or this 
staff to your knowledge have the list of taxpayers that were included 
in your item written in longhand that you refer to? 

Mr. O'Gara. No: I don’t know whether the committee has or not. 

Mr. DreWinp. This was prepared by you, Mr. O’Gara, and sub- 
mitted to the grand jury; is that correct ? 

Mr. O'Gara. That is correct. 

Mr. DeWtnp. So far as I know, we have had no access whatsoever 
to any matters that were presented to the grand jury. 

Mr. O'Gara. I would hesitate to recall the content of that document. 

Mr. DeWrnp. Mr. O’Gara, did you call the May 11 meeting of the 
Seward grand jury for a presentation of this material? 

Mr. O'Gara. No: Mr. Richard Seward, the foreman, did. 

Mr. DeWtnpb. Did you discuss the matter with Mr. Seward about 
calling the meeting ? 

Mr. O’Gara. During the course of the meeting, we discussed the 
material: yes. Prior to the meeting, we did not discuss it. 

Mr. DeWrnp. Did this May 11 meeting follow the meeting that has 
been testified to here by Mr. Doolan that took place at the Sir Francis 
Drake Hotel ¢ 
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Mr. O’Gara. Yes. The meeting at the Sir Francis Drake Hot; 
was on the evening of May 10. 

Mr. DeWinv. How did that meeting come about? Did you ca 
that meeting ? 

Mr. O’Gara. Call the meeting at the Sir Francis Drake / 

Mr. DeWrnp. Yes. Did you arrange that the people who we 
there would be there? 


Mr. O’Gara. The people who were there were Mr. Richard Hye: 
Mr. Richard Seward, Mr. Edward Montgomery, Mr. Thomas Doola: 


and myself. 

Mr. DeWrnv. How did they all get there?’ Did you bring th« 
all together by asking them to be there? 

Mr. O'Gara. I don’t know whether I asked each one individual! 
or one or the other. I counted that meeting of little moment, «a 
I don’t recall the details of it very clearly, but I would be happy + 
answer any questions that you may have. 

Mr. DeWrnv. Would you read that answer? 

(Answer read by the reporter.) 

Mr. DeWixv. Did you invite Mr. Seward to come to the Sir Fran 
Drake Hotel ? 

Mr. O'Gara. Yes. I think I called Mr. Seward. 

Mr. DeWinp. You did call Mr Seward to come? 

Mr O'Gara. Yes. Would you like my answer explained ? 

Mr. DeWinp. You did call him and ask him to come there? 

Mr. O'Gara. I think it might be helpful to have it explained. 

Mr. DeWinv. Did you ask Mr. Hyer to attend ? 

Mr. O'Gara. I don’t think I did. I think I asked—I may hay 
asked Mr. Montgomery. Mr. Montgomery had been awarded tl 
Pulitzer Prize in connection with his stories relating to the Inter 
Revenue Bureau, and I guess I probably called, I might have call 
Mr. Hyer, too. 

Mr. DeWinv. You called Mr. Montgomery, and you feel pretty s1 
you called Mr. Hyer? 

Mr. O'Gara. Imay have. I don’t remember that with certainty 

Mr. DeWrnp. Did you call Mr. Doolan ? 

Mr. O'Gara. I probably did. 

Mr. DeWinv. Then it is fair to say that you arranged this meeti: 
at the Sir Francis Drake Hotel? 


Mr. O'Gara. Well, but the meeting that was planned, or the mec" 


ing that was contemplated was a meeting In my office, but Mr. Sewai 
was downtown and this building is inconvenient for him, so I su 
gested some intermediate point. There was nothing secret about t! 
meeting. 

Mr. DeWrnp. You felt that the chairman of the grand jury sho 
meet with you, Mr. Hyer and Mr. Montgomery and Mr. Doolan? 


Mr. O’Gara. If he wanted to, he certainly was free to, and he di 


Mr. DeWrnp. In response to your invitation, they did appear 
the Sir Francis Drake Hotel? 

Mr. O'Gara. That is correct. 

Mr. DeWinv. What took place at that meeting? 

Mr. O'Gara. The meeting lasted about—— 

Mr. DeWinp. Let me withdraw that question for a moment. 


What was your purpose in calling the meeting on the evening o 


May 10? 
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Mr. O'Gara. I wanted Mr. Seward to meet the individuals who 
would be prepared to appear as witnesses before the grand jury. That 
was all. 

Mr. DeWrnp. In relation to what matters ? 

Mr. O'Gara. In relation to the apparent necessity for an extended 
investigation of the Internal Revenue Bureau. 

Mr. DeWinp. You felt there was such a necessity and you therefore 
wished to bring it to Mr. Seward’s attention and present to him the 
people that would testify / 

Mr. O'Gara. Mr. Seward had already had the matter brought to his 
attention, but I wanted Mr. Seward to meet the people who appeared 
to be most closely connected with recording the matters which prob- 
ably would be the subject of investigation. 

Mr. DeWinp. Had these matters that Mr. Doolan had brought to 
you been brought to Mr. Seward’s attention before this time / 

Mr. O'Gara. They had been alluded to. 

Mr. DeWinp. By whom? 

Mr. O'Gara. By Mr. Hennessy. 

Mr. DeWrnv. Mr. Hennessy had alluded to Mr. Doolan’s charges / 

Mr. O'Gara. Not specifically, but to the general field of internal 
revenue problems. 

Mr. DeWinp. I am just talking about these specific matters that 
Mr. Doolan brought to you. 

Mr. O’Gara. No; not the specific items. 

Mr. DeWrnp. Mr. Seward had not heard about those so far as you 
know before ¢ 

Mr. O’Gara. No; but Mr. Seward had heard about the Internal 
Revenue Bureau. 

Mr. De Wrnp. You mean the collector’s office, the internal revenue 
agent in charge’s office, the inspector’s office ? 

Mr. O’Gara. I mean the collector’s office. 

Mr. DeWixp. And what you are referring to is some allusion that 
Mr. Hennessy made at some time ? 

Mr. O'Gara. In November 1950, Mr. Seward went to—— 

Mr. DeWrnp. Are you referring to some allusion that Mr. Hen- 
nessy made as having brought it to Mr. Seward’s attention ? 

Mr. O’Gara. Yes. 

Mr. DeWinp. Was there any hurry about this meeting on May 10? 
Was there any reason why, if there had to be a meeting on May 10, 
Mr. Seward could not come to your office, and you had to come to a 
hotel? Was there a reason for that? 

Mr. O'Gara. Mr. Hennessy was leaving his office as United States 
ittorney on May 11, and there appeared to be a necessity of talking to 
Mr. Seward about that fact, that Mr. Hennessy was leaving the next 
lay, and it was my feeling that Mr. Seward might want to raise 

ertain questions with Mr. Hennessy before he left office. 

Mr. DeWinpv. Your purpose in meeting with Mr. Doolan and Hyer 
ind Montgomery was to advise Mr. Seward that he might wish to 
talk with Mr. Hennessy before he left office? 

Mr. O'Gara. There were two purposes in that meeting. The first 
purpose with respect to the presence of the people there other than 
Mr. Seward was that Mr. Seward might meet these people and see 
who they were. On May 10, the newspaper had carried—that is, the 
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morning—for the first time the Kefauver committee report. Of 
course, these gentlemen, Mr. Hyer and Mr. Montgomery, had been 
presenting for a considerable period of time news regarding th 
Internal Revenue Bureau. And I thought that it was an eT ae 
thing for Mr. Seward to meet these gentlemen and ask them, if he ha 

any questions. 

Mr. Curris. Why did you say this meeting was not held in you 
office ? 

Mr. O'Gara. Mr. Seward has his office far downtown, and he wa 
going to pick up his car, which I believe was under repair or some 
thing, and it was inconvenient for him to come up here, so I suggested. 
“Let’s split the difference and meet halfway.” It was a public place, 
perfectly open meeting. I gathered this morning that there wa 
perhaps some suggestion that there was some great secrecy about th 
meeting. There was none; none whatsoever. 

Mr. DeWinpv. There was no such suggestion. The only place abo 
the meeting I recall was that I asked Mr. Doolan, “Did you meet ir 
the public room or private room?” He said in a private room. 

Mr. O'Gara. It was a public room actually. It was a salesmen’: 
room, and waiters were coming and cong, ane te sh uifting classes ul 
tablecloths and so forth. There was no privacy about that meeting, a 
[ recall. 

Mr. DeWrnpv. The reason why you had called this meeting on thi 
night of the 10th was that Mr. Hennessy was leaving office 

Mr. O'Gara. That is correct. 

And I had a second purpose. The first purpose, as I explained, 
respect to the peop le who were there other than Mr. Seward, 
simp ly a matter of introduction. 

The second purpose was in respect to the unfinished business, a ma 
ter of the indictment in connection with the Internal Revenue— 

Mr. DeWinpb. Did you discuss that with these other people present 

Mr. O’Gara. No; not at all. 

Mr. Seward’s business and mine in respect to that was taken u 
afterward, and asa matter of fact, it turned out that when Mr. Sewat 
was informed that Mr. Hennessy was going to be out of office the next 
day he indicated he had better get busy and see whether he could get 
a quorum. 

And the meeting therefore broke up abruptly. 

I think he shook hands with these other gentlemen, and he had 1 
discussion at all with them. 

Mr. DeWrnpb. You had no discussion at all with him at this meeting 
with these other people present ? 

Mr. O'Gara. No; there was no discussion. 

Mr. Seward is a man of very, very direct and executivelike actio1 

Mr. Kroeu. Would you mind talking louder or coming closer? 

Mr. O'Gara. Very happy to. 

Mr. DeWrnp. At that meeting was there any discussion about t! 
matters that Mr. Doolan had presented to you? 

Mr. O'Gara. None that I can recall. 

Mr. Krocu. Mr. Reporter, would you be good enough to read t! 
unfinished answer that Mr. O’Gara was giving us when his voice dis 
appeared, 

(The answer was read by the reporter. ) 


; 
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Mr. DeWinp. When this group was together, all of the people you 
had mentioned, was there any discussion of Internal Revenue matters, 
Internal Revenue personnel ? 

Mr. O'Gara. There was a discussion of the fact that the Kefauver 
committee report had been published that morning, and there was a 
discussion of the participation that Mr. Montgomery had had in the 
investigation of the Copper City Mining Co., and that sort of thing, 
but that was all. 

Mr. DeWinp. No discussion of matters Mr. Doolan had brought 
to you ¢ 

Mr. O'Gara. None that I can recall. 

Mr. DeWrnp. No discussion about any other aspects of the collec- 
tor’s office ? 

Mr. O'Gara. None that I can recall. There may have been. 

Mr. DeWinv. What did you have Mr. Doolan there for? 

Mr. O'Gara. I wanted Mr. Seward to meet Mr. Doolan. 

Mr. DeWinp. For what purpose? 

Mr. O'Gara. Simply to meet him. 

I had been working with Mr. Doolan for a long time, and Mr. 
Doolan was going to be the person that I referred to as the author of 
these items. I thought that it was important that Mr. Seward know 
who it was that I referred to. 

Mr. DeWinp. What did Mr. Seward say about all these matters, the 
Internal Revenue matters ¢ 

Mr. O'Gara. Are you referring now to all the matters? 

Mr. DeWinp. No. I am asking what Mr. Seward said at this meet- 
ing in any way relating to these Internal Revenue matters. 

Mr. O'Gara. As I recall, the thing that struck Mr. Seward as a 
controlling factor was that Mr. Hennessy was leaving oflice the fol- 
lowing day, and that was his concern. He swept the other matters 
aside. I think he said, “It seems to me that I should call the grand jury 
together.” And thereupon he said, “I will see about that right away,” 
and that was the end of it. 

Mr. DeWinp. Did you introduce Mr. Doolan to him? 

Mr. O’Gara. I believe I did. 

Mr. DeWinp. Then you introduced Mr. Hyer and Mr. Montgom- 
ery / 

Mr. O’Gara. Yes, very 

Mr. DeWrnp. There was no conversation beyond the introduction, 
no discussion of Internal Revenue matters? 

Mr. O'Gara. As I say, there was a discussion, after the identifica- 
tion of Mr. Montgomery and the identification of Mr. Hyer as writers 
on the subject of internal revenue, of the fact that that morning the 
Kefauver committee report had been published, and that these men 
were interested as newspapermen in developments growing out of that 
report. 

Mr. DeWinp. When the meeting broke up you and Mr. Seward dis- 
cussed the matter of the meeting on May 11 further, did you? 

Mr. O'Gara. No. There was no assurance that there was going to be 
a meeting. Mr. Seward had to depart and see whether he could get a 
quorum. 

Chairman Kine. Mr. O'Gara, were not the other newspaper re- 
porters of other newspapers interested in these matters? 

Mr. O'Gara. I suppose they were. 
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Chairman Kine. Is there any significance associated with the fact 
that only two newspapers were represented by their reporters ? 

Mr. O'Gara. None that I thought of at all. 

Chairman Kine. That is, in regard to your not inviting othe: 
newspaper reporters. It was just your choice that these two came / 

Mr. O’Gara. That is right; yes. 

I didn’t think there was anything newsworthy—nothing excep" 
very personal introduction. 

Mr. DeWrnp. At that meeting, Mr. O'Gara, did not Mr. Seward in 
quire whether all of these allegations concerning the collector 
office personnel could be substantiated ¢ 

Mr. O'Gara. I think, referring to the contents of the Kefauve: 
committee report, he asked that question, “Do you suppose this re 
port can be borne out?” or something of that sort. 

Mr. DeWrnp. He did not ask whether Mr. Doolan’s allegatio1 
could be borne out ¢ 

Mr. O'Gara. As far as I know, he didn’t know Mr. Doolan’s allegs 
tions until the following morning. 

There is some material, I think, here that is covered by the Kefauve 
committee report, and I think those, if any, were matters that wer 
discussed by Mr. Seward. 

Mr. DeWinp. Then there was a meeting of the Seward grand jury 
on May 11: is that right / 

Mr. O’Gara. That is correct. 

Mr. DeWinpv. When the Seward jury met on May 11, Mr. O'Gara 
what did you tell them ? 

Mr. O'Gara. I don't remember exactly what I told them. It 
again, almost a year. 

In general we reviewed the status of this principal concern of theirs 

Mr. DeWinp. Let me put it this way. 

What did you tell them with respect to Mr. Doolan’s information 
Did you describe the information for them ¢ 

Mr. O'Gara. Yes. There was a description of the material. | 
think there was the reading of a re\ ew of several of the items. 

Of course, that day was a protracted session. That session start: 
at 10 and ended about 6:30 or so. And the matters referred to her 
or similar matters, did not become the subject of grand jury busine 
until considerably along in that day. I think it was after lunch. 

Mr. DeWinp. These matters you told them about, which you tol 
them then, came late in the day and did not oceupy a large portion o 
the day: is that what vou are saying 

Mr. O'Gara. It occupied perhaps a little less than half. 

Mr. DeWixnp. When did Mr. Tramutolo take office as United State 
attorney ¢ 

Mr. O'Gara. He took office on May 14, which would be the Monda 
following the Friday, May 11, meeting of the grand jury. 

Mr. DeWixp. When Mr. Tramutolo took office on May 14 did yo 
-ee him between May 14 and May 16? 

Mr. O'Gara. Yes, | saw him immediately after his induction. |! 
went into his office. It could have been that afternoon, the 14th, or 
might have been the 15th, but I saw him between the 14th and the 16t! 

Mr. DeWinp. When you saw Mr. Tramutolo did you see him alone ‘ 

Mr. O'Gara. I believe so. 
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Mr. DeWrnp. Did you discuss with him in any way these matters 
that you had presented to the Seward grand jury on May 11, and 
spec ific: ally Mr. Doolan’s allegations? 

Mr. O'Gara. No, I did not. 

Mr. DeW rnp. You did not mention to him at all that you had taken 
those matters up with the Seward grand jury ? 

Mr. O'Gara. No. 

I asked if there was anything that he wanted me to do, I would be 
very happy to do it. 

And he said, “Just carry on with your assignments, Charlie, and we 
will get this place reorganized soon. And your salaries will all go 
ip.” Something of that sort. 

Mr. Krocu. Excuse me. 

Is that the conversation you testified about previously this after- 


oon ¢ 


Mr. O'Gara. No, Mr. Keogh. 

The previous testimony related to conversation in Mr. Tramutolo’s 
wn office downtown. This was perhaps April or the first week in 
May. 

Mr. Krocu. The substance of both conversations was pretty much 
he same ¢ 

Mr. O'Gara. With the difference that in the conversation upstairs 
ifter Mr. Tramutolo had taken office I asked about my assignment 
ind about what works, if any, I might assist Mr. Tramutolo with; and 
lis answer was, “Just carry on, Charlie.” 

Mr. Curtis. I want to ask something here. 

Once a grand jury is lawfully convened, as a matter of law, who 
letermines what they may take up? 

Mr. O'Gara. In this district—this is, of course, a matter of legal 
pinion—there are three grand juries empaneled a year, each for a 
period of 4 months, and upon the empanelment of the grand jury it 

is general jurisdiction and may take up any of the matters referred 
o it by the United States attorney’s office, and in the opinion of some 
\wyers may take up any other matter that the grand jury deems 
yithin Federal jurisdiction and worthy of investigation. 

Mr. Curtis. Is there any restriction on what a orand jury can take 
ip ¢ 

Mr. O'Gara. I have not found — poe except to the extent, as I 

ive stated, that clearly a Federal grand jury cannot consider a 
matter which does not lie within Federal jurisdiction. 

They could not, for example, take up a State matter or a State 
offense. 

Mr. Curtts. But within the purview of the jurisdiction of the Fed- 
eral Government is there any restriction on the authority of a grand 
jury to investigate anything they want? 

Mr. O’Gara. I have found none—understanding of course, that the 
Federal aspect is controlling. 

Mr. Curtis. I understand that, yes. 

Mr. O’Gara. And with the further limitation 

Mr. Curtis. They cannot undertake to investigate city ordinance 
r offenses, or State offenses; but with regard to anything pertaining 
» the Federal jurisdiction, and anything pertaining to a violation of 
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Federal laws, they are not limited in what they may inquire into; is 
that right ? 

Mr. O’Gara. I have not found such limitation in the authorities. 

I would add that the territoria] jurisdiction of the District Court 
for the Northern District of California would be an additional tech 
nical limitation. 

In other words, the events must be and the persons must be withi: 
the juriscict ion, or have some relation tothe jurisdict ion. 

Mr. Curtis. The grand jury here could not investigate crime in 
New York. 

Mr. O’Gara. Unless there was some act here. 

Mr. Curtis. But within the geographical limitations, and assuming 
that the matter inquired into was a Federal matter, it is true that ther: 
is no limitation on what they may inquife into and investigate; 
that correct? 

Mr. O'Gara. That is correct. 

[I think that for the record it should be stated, too, that a grand jur 
may be empaneled especially. 

If the district court is so inclined and believes that there is a par- 
ticular problem that requires investigation, it may empanel a Federa 
grand jury for the purpose of dealing with that problem. 

And in this district, as I have said, because there are each year thre: 
grand juries sitting normally in succession for the 4 months, the situ 
ation may arise where a grand jury holds over its term, and if it holds 
over its term it may be limited by the court, according to the terms of 
the court’s order, to consider certain matters and only those matter 

Mr. Curtis. Then to state the proposition another way, a grand 
jury is not by law limited to those things that the United States attor- 
ney or an assistant presents to them ? 

Mr. O'Gara. I do not find any such limitation in law. 

Mr. Curtis. That is all. 

Mr. DeWrnp. Mr. O'Gara, the Seward grand jury decided not t: 
take up these Internal Revenue matters, including Mr. Doolan’s allega- 
tions; is that right? 

Mr. O'Gara. They decided not to undertake an investigation them 
selves. 

Mr. DeWrnp. They had decided not to give any consideration act- 
ing as a grand jury to these matters? 

Mr. O’Gara. That is correct. 

sut they had reviewed them before they reached their decision. 

Mr. DeWrnp. As a matter of fact, the Seward grand jury was a 
hold-over jury, was it not, at that time? 

Mr. O’Gara. Yes: it was held over by order dated November 1, 1950 

Mr. DeWrnp. Did that order in general confine or direct the grand 
jury to confine itself to matters that had already been presented to it 
and that were under consideration at the time of the hold-over order 

Mr. O'Gara. Generally speaking, that is correct. 

Mr. DeWinp. In any event, the Seward grand jury decided that it 
would not take up these matters that Mr. Doolan had brought to you 
attention ¢ 

Mr. O'Gara. Yes. 

Mr. Karesh came into the grand-jury room and indicated that th 
erand jury should not go outside the scope of its order of extensio! 
and it was just after his appearance in the grand-jury room that the; 
dec ide d that they would not undertake the investigation themselves. 
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Mr. DeWrnp. If the Seward grand jury had undertaken to go into 
those matters it would have been possible at least that any action it 
took would have been considered invalid because of the limitations 
in the extension order? 

Mr. O'Gara. Certainly legally speaking an argument might be 
made either way. 

Mr. DeWrnp. As I say, there was a possibility that any action it 
took on those matters might be considered invalid ? 

Mr. O’Gara. Yes. 

Mr. DeWinp. Were you given any instructions as to what you were 
to do? 

Mr. O'Gara. The Seward grand jury directed th at I take the matter 
up with the current grand jury, the so-called Taylor grand jury. 

Mr. DeWinp. That was on May 11? 

Mr. O'Gara. That was on May 11. 

Mr. DeWinp. Between May 11 and May 16 did you report to any- 
body in the United States attorney’s office as to the instructions you 
had received from the Seward grand jury? 

Mr. O’Gara. No; I did not. 

Mr. DeWrnp. You did not discuss them with Mr. Tramutolo, spe- 
cifically ? 

Mr. O'Gara. No. 

I was available for any discussion with anyone. 

Mr. DeWinp. So that on May 16, Mr. Tramutolo, the United States 
attorney, at that time had no knowledge whatever concerning the in- 
structions you had received- from the Seward grand jury to take the 
matter up with the Taylor grand jury ? 

Mr. O'Gara. I had no knowledge myself of that. 

Mr. DeWrnp. At least you his ad tol 1 nobody in the office, so that so 
far as you know he had no knowledge of the matter ? 

Mr. O'Gara. Mr. Karesh knew about it evidently. He was in the 
grand-jury room, and had indicated that whatever the grand jury 
was concerned with should not be taken up outside the scope of the 
grand jury’s order. 

Mr. MeMillan had been in the grand-jury room at length that day. 
Mr. Blote had been in the grand-jury room. Mr. Davies had been in 
the grand-jury room. 

Mr. DeWinp. Were you assigned generally to handle all matters 
before the Taylor grand jury? 

Mr. O'Gara. All matters before the Seward grand jury. 

Mr. DeWinp. But not the Taylor grand jury / 

Mr. O'Gara. Not before the Taylor grand jury; no. 

Mr. DeWinp. You had not been instructed by the United States 
attorney or by any superior in the office to present matters to the 
laylor grand jury? 

Mr. O'Gara. I was instructed to follow through my assignment, and 
of course that would mean go before the grand jury when it was 
necessary. 

Mr. DeWinp. But as I understand it, your assignment did not in- 
clude charges against Internal Revenue personnel ? 

Mr. O'Gara. No. 

Mr. DeWinp. In the ordinary course, Mr. O’Gara, would you not 
report to some superior, the Wnited States attorney or some other su- 
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perior in the office, your intention to take up matters before a gra 
jury that had not previously been discussed with anybody in the offic: 

Mr. O'Gara. Very frequently I did not. 

Mr. DeWrnp. Since these matters were not within your assignment 
your general assignment of duties in the office, and since you had not 
been instructed to present any matters to the Taylor grand jury, wou! 
it not be a violation of your assignment in the office to present the 
matters to the Taylor grand jury without authority / 

Mr. O’Gara. So far as I know of, it would be no violation whats: 
ever. I know of no rule whatsoever that would limit me in the fulfil! 
ment of my oat!) of office in taking care of matters that arise during th: 
course of a grand jury hearing. 

Maybe there is such a rule. I haven’t heard about it. No one ha 
ever, until this moment, suggested that to me, officially, that there w 
any lack of authorization in my appearance on May 11 and in my ay 
pearance on May 16. 

There has been a great deal of publicity about that question, of 
course, but no one has ever said, “O’Gara, you had no authority.” 

I have never been notified officially to that effect. 

Mr. DeWrxp. Has not Mr. McMillan made any statement to you | 
the effect that he considered you were not authorized ¢ 

Mr. O’Gara. No. Mr. McMillan was present on May 16 with 1 
before the Taylor grand jury, when these matters commenced to 
presented; and at that time, and since. he did not and has never ind 
cated that I had no authority for doing what I did—not to me at al 
If he has to others, it wasn’t a direct communication to me. 

Mr. Byrnes. Before you get into that Taylor jury chronology, | 
wonder if you could tell us, Mr. O’Gara, who the people were from t! 
United States attorney’s oflice who heard the instructions given by t! 
Seward grand jury that this matter relating to the bill of particulan 
or the personne! in the collector’s office should be referred to the Taylo 
grand jury. 

Mr. O'Gara. Yes. 

Mr. Byrnes. Was there any body else in the office ? 

Mr. O’Gara. I believe I was alone when the Seward grand ju 
foreman gave that instruction. Of course, Mr. Seward would be avai 
able on that score. 

Mr. Byrnes. I was just wondering whether there is any knowledy 
on the part of any other person from the United States attorney’s offic: 
to the effect that they wanted you, or somebody, at least, to present the 
matters to the Taylor jury. 

Mr. O'Gara. No. 1 recall that there were indications, of cours: 
that they knew of the matters and the content of the presentation befor 
it occurred before the Taylor grand jury. 

Now, I don’t know what the source of their knowledge was, 

I might add that there was no prohibition, either. 

Mr. DeWrnp. There was what? 

Mr. O’Gara. There was no prohibition against the presentatior 
[In other words, on May 11 the indictment which was returned that 
day and which was followed by the presentation of these matters | 
the Seward grand jury—those matters were then taken up on Ma 
16, and between May 11 and May 16 no one indicated to me that th: 
presentation which the Seward jury had directed should not take plac: 


} 
} 
| 
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Mr. DeWrnp. As I understand it, Mr. O’Gara, these matters were 
not part of your assignment. Nobody in eae office had asked you to 
take up any specific matters with the Taylor grand jury outside your 
regular assignment. And yet you presented these matters to the Tay- 
lor grand jury without discussing them with anybody in your office. 

That is a true statement of fact, is it not? 

Mr. O'Gara. I think it may be stated that way, but I think it may 
be misleading, too, because I think it is important to know how the 
United States attorney's office is run. 

\IL of us have several assignments, but each of us does all that we 
can to help on the assignments and help each other, and matters that 
frequently belong to another person’s assignment may very well 

Mr. DeWinp. Without discussion with that person? 

Mr. O'Gara. Well, Mr. Karesh presented the National Firearms 
case against Paul J. Steffan, which was an assignment—— 

Mr. DeWinp. Without anybody in the office knowing whether he 
was doing it or not? 

Mr. O'Gara. I don’t know whether anyone knew it or not. 

Mr. DeWinp. But as I see it, this was a decision on your part to 
present matters outside of your regular assignment without specific 
instruction to do so. I am not trying to pass judgment on that what- 
soever. Lam simply trying to find out whether that is in fact what 
you did. 

Mr. O'Gara. I don’t think that is in fact what I did. I think there 
were other assistants in the office, including Mr. McMillan and Mr. 
Karesh—this, of course, is a matter of opinion and conclusion—who 
knew very well what was going on. 

Mr. DeWtnp. Let me ask, would you enumerate again the assistant 
United States attorneys who were present in the Seward grand jury 
for at least part of the presentation of these collector of internal 
revenue matters, so that they knew that something like that was going 
on? 

Mr. O'Gara. | suppose that that would be limited to Mr. Karesh, 
because Mr. Karesh, with some kind of knowledge, came in and raised 
the question of the matters being outside the scope of the grand jury 

xtension order. 

Mr. Curtis. I believe you said that Mr. MeMillan was in atten- 
dance ¢ 

Mr. O'Gara. Mr. McMillan was in attendance as a witness in con- 
‘ection with an interna! revenue case that same day. 

I might add, speaking of this matter of assignments, that during 
the course of the presentation of the material relating to this case, 
vhen Mr. MeMillan was a witness, although internal revenue matters 
ire a matter of his assignment, formally a matter of his assignment, 
it no time did he suggest that there was a lack of authority on my part 
n working with the Seward grand jury in that connection. 

Mr. Blote and Mr. Davies, both representing the Internal Revenue, 

followed as witnesses, and they waited both before and after their 
testimony in the office of Mr. McMillan on that day. 
_So it would be conjectural for me to say that anyone except Mr. 
Karesh was actually present during a portion of the presentation of 
these matters to the Seward grand jury, but I can say that he was 
there for a very short part of the time. 
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Mr. DeWrnp. I understood you to say that nobody was there, to 
your recollection, when the Seward jury asked you to take these mat 
ters up with the Taylor jury. 

Mr. O’Gara. That is as well as I can recall, there wasn’t anyon 
there from the United States attorney’s office except myself. 

Mr. DeWrnp. Is that when the Seward jury decided not to go into 
these matters, that there was nobody in your office besides yourself 
who knew that you had been asked to present them to the Taylor 
jury? 

Mr. O'Gara. I don’t know. I have no knowledge on that score at 
all. 

Mr. DeWinp. Was there any particular reason why, when you were 
asked to present these matters to the Taylor jury, that you did not 
report either to Mr. McMillan, whose regular assignment it was to 
present such matters, or to Mr. Tramutolo, who was the head of th: 
office, what you were going to do? 

Mr. O’Gara. No; none beyond the fact that I saw no necessity, no 
obligation, to torpedo this investigation, as it were. 

I didn’t think that making a report of the sort that you describe was 
required. 

Mr. DeWrnp. You felt, then, did you, that if you had reported this 
to Mr. Tramutolo you would have torpedoed the investigation ? 

Mr. O’Garag. I don’t know whether I would have. I don’t know 
whether they would have, either, but on the basis of that past experi 
ence that was a very distinct possibility. 

Mr. DeWrnp. That is, you had had past experience with having 
investigations torpedoed when you discussed them with the United 
States attorney; is that right? 

Mr. O’Gara. That is correct. 

Mr. DeWrtnp. Had you ever discussed any matters that had been tor 
pedoed with Mr. Tramutolo? 

Mr. O’Gar,\. No. 

Mr. DeWinv. Mr. Tramutolo, then, had done nothing to earn 
your view the idea that he would torpedo your investigation ‘ 

Mr. O'Gara. No; Mr. Tramutolo had said that assignments would 
remain as they were. 

Mr. DeWrnp. Those assignments remaining as they were, did not 
include an assignment for you to take up Internal Revenue matters’ 
Mr. O'Gara. It did include all matters that I then had in hand. 

Mr. DeWrnp. You did not have before the Taylor grand jury 
matters, did you? 

Mr. O’Gara. Yes; I did. I had the case of the United States 
Hosiah Hopkins. 

Mr. DeWrnp. That was a matter within your regular assignment 

Mr. O’Gara. That is correct 

Mr, DeWrnp. You did not have any matters outside your regu! 
assignment with the Taylor grand jury? 

Mr. O'Gara. None that I can recall, with the exception—— 

Mr. DeWrnp. You had no Internal Revenue matters before the Ta 
lor grand jury? 

Mr. O’Gara. None that I recall. 

Mr. DeWrnp. And no instructions to take any such matters befor 
the Taylor grand jury, except this matter from the Seward gra 
jury? 
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Mr. O'Gara. I had the mandate of the Seward grand jury on that. 

Mr. DeWrnp. Is it your view that the instructions of the Seward 
grand jury controlled what assistant United States attorneys should 
do in their offices ? 

Mr. O’Gara. I think the instructions of any grand jury, including 
the Seward grand jury, are very persuasive of what an assistant 
United States attorney should do. 

Mr. DeWrnp. What an assistant should do 

Mr. O'Gara. Yes. 

Mr. DeWinv. You mean that excuses him from taking up a matter 
with his superiors; is that right? 

Mr. O’Gara. In the circumstances where he has a reasonable belief 
that taking such matters up with his superiors would be a useless act 
and cancel out the desire of the grand jury. 

Mr. DeWrnp. That is precisely what I was getting at. 

Why did you feel that to take this up with Mr. Tramutolo, with 
whom you had never had any prior adverse experience, would result 
in Mr. Tramutolo’s torpedoing the investigation / 

Mr. O’Gara. I didn’t know what Mr. Tramutolo would do or would 
not do. I had no belief on that score whatsoever. I did know what 
his assistants, and the men upon whom he would have to rely, had 
done. 

Mr. DeWrnp. You had direct access to Mr. Tramutolo; did you 
not ¢ 

Mr. O'Gara. Yes. 

Mr. DeWrnp. And had not your own word, received through Mr. 
Doolan, been that Mr. Tramutolo owed no obligation to anybody 
and did not intend to do anything except go right down the line 
on it? 

Mr. O'Gara. That is correct. And I was firmly convinced that 
Mr. Tramutolo would be delighted to have this thing right where it 
belonged, before the grand jury. 

Mr. DeWrnp. Why then did you not take it up with him in the 
ordinary course ? 

Mr. O’Gara. Because if I had taken the matter up with him and 
there had been consultation with the other assistants, I think that Mr. 
Tramutolo’s decision would bog down, and the commitment that I 
made to the Seward grand jury would not be fulfilled. 

Mr. DeWrnp. You felt that to the extent that you were not going to 
let Mr. Tramutolo have a chance to carry out his duty ¢ 

Mr. O'Gara. It is not a matter of letting Mr. Tramutolo carry out 
his duty. I felt that doing my duty, all of us doing our duty, Mr. 
Tramutolo would have no difficulty. 

I felt Mr. Tramutolo would be very badly let down if I did not 
do the duty that had arisen. The duty that had arisen was simply 
to carry a message from the Seward jury, in effect, to the Taylor 
jury. 

I think we may have lost sight of the fact that these were all matters 
recommended for investigation. No one was proposed for indict- 
ment. No criminal charges were alleged against any individual. 

Mr. DeWrnp. What did you think would bog down this investiga- 
tion if you mentioned it to Mr. Tramutolo? 
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Mr. O’Gara. The newness of Mr. Tramutolo in office—this was 
matter which had truly arisen before he came into office, very definit 
had. 

And I considered it just like all the rest of the matters that ca: 
to my attention, I west do the best job I could, and do it as efficient |, 
as I could, and according to what I believed was the correct procediur 

Mr. DeWrnp. Here was a matter which was obviously of consid 
able importance. 

Would you not consider that Mr. Tramutolo would like to know 
the important matters being presented by his oflice to the grand jur) 
Mr. O’Gara. I viewed all of this matter very impartially. It \ 

quite conceivably just a list of foul rumors—quite conceivably t! 
I didn’t know whether it was important or not. If it were a list 
unsubstantiated rumors, certainly I was going to see that the )» 
petration of such a list would be followed up. I had no firm con 
tion that the matter was true or false, but it was obviously a matt 

that needed presentation. 

Mr. DeWinp. But it was true that it was a very important mat! 
at that time? 

Mr. O’Gara. No more important than any of the other cases | 
I have handled. 

Mr. DeWrnp. You have said several times here that you thoug 
that if you had reported that investigation to Mr. Tramutolo it wo 
have bogged down, would have been torpedoed. 

Now, you have said that it would not be Mr. Tramutolo, in y: 
view, who would torpedo or bog it down. Who would torpedo or }) 
it down ? 

Mr. O'Gara. That would be the same unidentified persons that | 


bogged down other matters that have come out. I don’t know. | 
know that my experience was that investigations which have appea! 
necessary in the United States attorney’s office did not go forw 
on occasion. 

Mr. Kroau. Let me ask you at this point, is the United States 
torney’s office in this district seoeere to conduct investigations / 


Mr. O'Gara. This was proposed as a grand-jury investigation, 
this office is well equipped 

Mr. Keocu. You understand my question; do you not? 

Mr. O'Gara. Yes. 

Mr. Kroen. Is it the function of the United States attorney’s of! 
in this or any other district in the United States to initiate and con 
investigations ? 

Mr. O’Gara. It is the function of the attorney’s office in this 
trict—I don’t know about the others—to adequately prepare all 1 
ters for presentation and prosecution which are believed wort! 
presentat ion, including matters for investigation. 

And I remember an instance, for example, where Mr. Karesh 
I worked with narcotics agents and conducted investigations 
selves. We hadto. There isa point at which-—— 

Mr. Krocu. You mean in those cases you did not work with 
agents of the narcotics division ? 

Mr. O’Gara. We worked with the agents. We always do. 

Mr. Kroon. As a matter of fact, it is those agents who do the 
vestigating; is it not? 

Mr. O'Gara. Yes. 
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Mr. Kreocu. You are the lawyer for them. 

Mr. O’Gara. We are the lawyers, and we are also, as good lawyers, 
investigators, too. 

Mr. DeWinp. Mr. O'Gara, these unidentified persons that you say 

ised to torpedo and bog down investigations, how did they oper: ate, 
what did they do? 

Mr. O'Gara. I wouldn't suggest that there was a great number, or 
even that there was any particular individual responsib le for that, 
but-—— 

Mr. DeWrnp. Just a minute. 

You say you thought that an Internal Revenue investigation would 

e torpedoed or bogged down if you presented it to Mr. Tramutolo. 
Y ou then said that you did not think Mr. Tramutolo would personally 
torpedo it. 

Mr. O’Gara. No; I didn’t believe Mr. Tramutolo would do any 
such thing. 

Mr. DeWrnp. But you thought somebody else in the office would, 

ind you say this unidentified person used to bog down Internal Revenue 

nvestigations. 

Mr. O’Gara. I didn’t say I felt there was anyone else in the office 
would do it. I said there were others in the office besides Mr. Tra- 
mutolo with whom this matter would have to be reviewed. 

Now, whether or not those others would be responsible for bogging 
t down, I don’t know. 

Mr. DeWinp. Did you think they would? 

Mr. O'Gara. I didn’t know whether they would or not. But I felt 
| couldn’t take a chance. 

Mr. DeWrnp. Is what you are saying that you thought they just 
possibly might try to torpedo this investigation, or that there was a 
high probability that they would torpedo ‘it? What are you talking 
about ? 

Mr. O'Gara. I had lost confidence in the staff of the United States 
attorney's office on the basis of my experience. 

Mr. DeWrnp. The whole staff? 

Mr. O'Gara. No, no. 

Mr. DeWrnp. Certain members of the staff? 

Mr. O'Gara. Not even certain members. The total result. I am 
not ascribing a loss of confidence to the entire staff. I would say 
that I did lose confidence in the conduct of other cases by some of 
the members of the staff. 

Mr. DeWrnp. There were certain specific members of the staff then 
that you felt had not carried out cases as you would have liked to see 
them carried out? 

Mr. O’Gara. That is correct. 

Mr. DeWrnp. You somehow felt that those persons would be in a 
position to orig 7 this particular investigation ? 

Mr. O’Gara. I thought they might. 

Mr. DeWinp. You say they might have been? 

Mr. O'Gara. Yes. 

Mr. DeWrinv. W hy might they have been in a position to torpedo 
this investigation ? 

Mr. O'Gara. Because I thought in this matter unquestionably there 
would be discussion with other members of the staff, and IT did not 
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think that the other members of the staff would take a very enthu 
siastic view of the proposed investigation. 

Mr. DeWrnp. Mr. Chairman, could we have a short recess 

Chairman Kine. We will recess. 

(Short recess. ) 

Mr. DeWrnp. Mr. O'Gara, do I understand correctly that what 
you are saying is that you felt that any report to Mr. Tramutolo 
concerning your intentions to take up these matters with the Taylor 
grand jury might very well have resulted in bogging down or to 
pedoing the investigation ? 

Mr. O'Gara. That is correct. 

Mr. DeWinpv. What I would like to get at is the experiences tha 
you had had which caused you to have this fear that any report to 
Mr. Tramutolo might adversely affect an investigation that should b 
made. 

Mr. O’Gara. There were three principal cases. The first case was 
United States v. Zamloch, which arose before the grand jury in, | 
think, May of 1950. The second case was United States v. MacInnis, 
which was tried and resulted in an acquittal this year, or rather last 
year, but which commenced—— 

Mr. Krocu. Which was tried and what? 

Mr. O’Gara. Resulted in acquittal. 

And the third case was the George T. Davis case, which likewise 
resulted in acquittal. 

Mr. DeWinp. Something about those three cases 

Mr. O'Gara. The development of the cases, the handling of the 
cases before the erand jury, and so forth. 

Mr. DeWinp. Anyhow, your experience with those three cases had 
led you to believe that some as yet unidentified persons—— 

Mr. O’Gara. I didn’t think about it as a personal matter at all. 
It was simply—— 

Mr. DeWinp. Just a minute—had led you to believe that some as 
yet unidentified persons might very well successfully attempt to bog 
down this investigation ? 

Mr. O’Gara. I think it is important to be impersonal if I may 
about this. My principal concern was that there was a forthright 
and complete presentation to the grand jury of these matters pro 
posed for investigation. 

Now, in my experience with respect to the cases that I have men 
tioned, that was not done. That instead of a forthright and in my 
opinion an eflicient presentation of the cases, the cases dragged on 
and bogged down, and finally when they were presented they were 
more difficult to try and a great deal of time on the part of the grand 
jury was wasted. 

Mr. DeWinp. And you felt that was a condition that first of al 
Mr. Tramutolo could not control: is that correct ? 

Mr. O'Gara. I don’t know whether he could or not. I think it might 
be described as a working condition, an employment condition, if yo 


¢ 


might use that. 

Mr. DeWinp. Obviously a matter in which Mr. Tramutolo, if | 
wished to be a good United States attorney, would have a very in 
mediate and vital interest; is that correct? 

Mr. O'Gara. Yes. 
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Mr. DeW rnp. So that in your decision to handle this matter your- 
self, you also decided that Mr. Tramutolo should not be informed 
about it ? 

Mr. O’Gara. I am sure he would be fully informed. The most 
important consideration was that the grand jury be informed. 

Mr. DeWinp. Yes, without Mr. Tramutolo’s knowledge ? 

Mr. O'Gara. Not necessarily I would be happy to tell Mr. 
Tramutolo anything he wanted to know about it. The matter was a 
matter of indication in the public press of May 12 that the Seward 
grand jury had referred to matters generally related to the internal 
revenue as believed to relate to the Internal Revenue Bureau, and I 
was ready to speak to anyone who wanted to talk to me about it. 

Mr. Krogu. Excuse me. Mr. O’Gara, do I understand from the 
last answer that you think the United States attorney should learn 
what his assistant is doing by reading the newspapers ? 

Mr. O'Gara. No, 1 don’t think that at all. 

Mr. Byrnes. You knew that Mr. Tramutolo would certainly learn 
about it after you presented it to the grand jury; did you not? 

Mr. O’Gara. Yes. I believed that he would have the advice of his 
staff members, too. Mr. McMillan and Mr. Karesh were there on May 

1, when this business started, and 1 am sure without any difficulty at 
all he could find out if he wanted to. 

Mr. Byrnes. What I mean is that you did not have the feeling at 
any time that you could present this to the grand jury and have that 
fact remain a secret ? 

Mr. O'Gara. No, I did not. 

Mr. Byrnes. The office at least, Mr. Tramutolo, and the United 
States attorney’s office would certainly know that this matter had 
been presented to a grand jury, and had been presented to them by 
you. 

Mr. O’Gara. Oh, yes, unquestionably. I made it clear, for ex- 
ample, on May 16 to the grand jury that the grand jury would have 
to rely on Mr. MeMillan and its adviser in connection with any action 
that it might take, and that I was merely delivering the list of investi- 
gations and stood ready to assist in any way that I might. 

Mr. Byrnes. To clear up this matter of authority a little bit, prior 
to May 16, you had been working somewhat on matters relating to 
the Bureau of Internal Revenue personnel, had you not, or had you? 

Mr. O'Gara. No; not that I can think of. I had been working on 
the so-called MacInnis and Zamloch aftermath. It should be called 
the Zamloch aftermath, and that touched upon evidence which related 
to internal revenue violations. 

Mr. Byrnes. On May 14, 15, and 16, in that area, was there any- 
body in the United States attorney’s office who was working on mat- 
ters relating to personnel of the Internal Revenue Bureau ? 

Mr. O'Gara. Not to my knowledge. I think that Mr. Hennessy 
handled the Schino matter. I am not sure of that, but I don’t re- 
member whether there was or was not. 

Mr. Byrnes. Another matter of background. When did the 
Seward grand jury first concern itself with Bureau personnel prob- 
lems; that is, Internal Revenue Bureau personnel problems, collector's 
office ? 

Mr. O’Gara. May 11 was the first time. Its foreman, Mr. Seward, 
raised a question about Internal Revenue matters. 
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Mr. Byrnes. That is what I am trying to get at. 

Mr. O’Gara. This is from Mr. Seward. Mr. Seward told me that, 
when his jury and he took an interest in the direction of Judg: 
Waring, that certain matters cried aloud for investigation. He went t: 
Mr. Hennessy and had a conversation with Mr. Hennessy, and M: 
Hennessy at that time informed him that the Copper City Minin, 
case, whatever it was, the Schino matter, was not a matter of interest 
to his jury, his grand jury or any grand jury in this district, that 
was a matter that arose in Nevada, and that it bore no relation t 
events or Internal Revenue personnel in San Francisco. 

Then subsequently, of course, the indictment was brought in th 
district, and Mr. Seward had earlier remarked to me that Mr. He: 
nessy had volunteered that information, and he could not understa: 
why. He did not understand why the information had been volu 
teered, nor could he understand how afterward it finally did come o 
as an indictment in this district. 

Mr. Byrnes. Do I understand the situation was this, that althoug 
the jury itself as an entity did not become concerned or take up mat 
ters relating to the personnel in the Internal Revenue Bureau, tha 
Mr. Seward, however, as foreman of the jury, did become somewha 
concerned, and take a personal interest ? 

Mr. O'Gara. He took a personal interest, as I remember. 

Mr. Byrnes. I see. 

Mr. Keocu. But you never discussed the items in this so-called bi! 
of particulars with the Seward grand jury prior to May 11, 1951? 

Mr. O’Gara. I don’t recall having a discussion. 

Mr. Keocu. And your meeting at the Sir Francis Drake, to whic! 
you invited the foreman and Mr. Doolan and Mr. Montgomery and 
Mr. Hyer was on May 10? 

Mr. O'Gara. That is correct. 

Mr. Kroon. And did I understand your testimony earlier toda) 
to indicate that your meeting took place at the Sir Francis Drake ir 
what room ¢ 

Mr. O'Gara. I don’t know what room it was. 

Mr. Keocu. Was it a public room ? 

Mr. O’Gar,. It was a public room in the sense that it was not : 
bedroom or anything of that sort. 

Mr. Keogu. Was it a public room like a dining room? 

Mr. O'Gara. No. 

Mr. Kroon. Like a grill? 

Mr. O'Gara. No, it was a room available for public conventio: 
and that sort of thing. 

Mr. Kroeu. All public rooms in hotels are available to the publi 
Were there other people in the room besides you five ? 

Mr. O'Gara. Yes, there were. 

Mr. Krocu. Who were they? 

Mr. O’Gara. Unidentified waiters, busboys, managers, that sort of 
thing. 

Mr. Kreocu. What were they doing, serving you ? 

Mr. O’Gara. No, there was nothing served or received at that meet 
ing. I think they were knocking down a long line of tables that had 
been previously used or were going to be used. something like that 

Mr. Krocu. Would you have any recollection as to where m t! 
hotel that room was? 
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Mr. O'Gara. No, I don't. I am sure it would be very easy to find 
out, 

Mr. Krocu. How did you happen to go into that rom? Did you 
just see it there and walk in and sit down ¢ 

Mr. O'Gara. No. 

Mr. Keocu. Did you make arrangements for it ? 

Mr. O'Gara. No; I did not. 

Mr. Krocu. How did you happen to select that one room ¢ 

Mr. O'Gara. I don’t recall. I didn’t select the room at all. 

Mr. Keogu. Who did? 

Mr. O'Gara. I don’t know. 

Mr. Kreocu. You arranged the meeting, did you not? 

Mr. O'Gara. I arranged the meeting in the sense that I spoke to 
Mr. Seward and told him I would like to talk to him and suggested—— 

Mr. Keoen. You brought the cast to the meeting. 

Mr. O’Gara. What? 

Mr. Krocu. The cast, the roll of characters. Who provided the 
background and scenery ‘ 

Mr. O'Gara. I don’t remember any characters being there, as a 
matter of fact. 

Mr. Kroau. You were there, were you not? Were you not there? 

Mr. O'Gara. If that is intended to identify me as a character, I 
was not there. But if you want to know whether I was there, I was 
there. 

Mr. Kreocu. You were there? 

Mr. O'Gara. Yes. 

Mr. Krogu. And Mr. Doolan was there / 

Mr. O'Gara. Yes. 

Mr. Keogu. And Mr. Seward was there ?/ 

Mr. O'Gara. Yes. 

Mr. Kreogu. And Mr. Montgomery was there ? 

Mr. O'Gara. Yes. 

Mr. Keocu. And Mr. Hyer was there ? 

Mr. O'Gara. Yes. 

Mr. Krocu. How did you all find your way into this room that was 
not open to the public? 

Mr. O’Gara. I am not sure that it was not open to the public. In 
fact, I am confident that it was. 

Mr. Kroeu. Are you sure it was? 

Mr. O’Gara. It certainly was accessible to us, and I didn’t go to 
the desk or make any arrangements to have it. 

Mr. Krocu. You are not putting busboys and waiters in the cate- 
vory of the public, are you? How many busboys or waiters did you 
veep busy that night. 

Mr. O'Gara. As I said, these gentlemen were engaged in clearing 
furniture. They were not engaged in any service and no service was 
contemplated for us. 

Mr. Kron. And you do not know who arranged for the room ? 

Mr. O'Gara. No, I don’t. 

Mr. Krocu. Was it Mr. Seward, do you think? 

Mr. O'Gara. I have no idea. I suggest you call all these gentlemen 
and find out from each. Call Mr. Hyer, Mr. Montgomery, any of 
them would be happy to tell you. I don’t know. 
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Mr. Krocn. When I want any suggestions from you, Mr. O'Gara 
I will ask for them. 

Mr. O'Gara. I am just trying to be helpful, Mr. Keogh. 

Mr. Curris. Are you through? 

Mr. Kroon. Yes, for the moment. 

Mr. Curtis. Is my understanding correct that this is what hap 
pened: You arranged to meet these people at this hotel and after yo 
gathered, you stepped some place where you could introduce your 
people and chat with them / 

Mr. O'Gara. That is correct. 

Mr. Curris. And you did not seek a room and register and go u 
and close the door, but just stepped in some available space ? 

Mr. O'Gara. That is exactly what happened. 

Mr. Keocu. But the available space you selected was space that 
at the moment was not used by other patrons of the hotel ¢ 

Mr. O’Gara. They were imminent. They were trying to get thi 
place fixed for the patrons, who arranged for the room, as I recall it 

Mr. Keoau. They wanted to get you out of the room to use it for 
paying guests? 

Mr. O'Gara. They wanted the room. 

Mr. DeWrnp. Mr. O'Gara, I wonder if you could state this in mor 
detail than you have, just what you thought might happen if you con 
veyed the information to Mr. Tramutolo that you were going to tak: 
up these matters with the grand jury. Just what was going to h: ip 
pen to bog down the investigation ¢ 

Mr. O'Gara. I had no idea of what was going to happen with rm 

pect to Mr. Tramutolo. It was simply that I had the experien 
with the other cases that indicated that the grand jury was not give 
a very full and complete and ready presentation. 

Mr. DeWrnp. Let us go at it a different way. What would M 
Tramutolo do when you had presented this matter to him? W1 
did you think he would do? 

Mr. O'Gara. I didn’t think about that. I talked to Mr. Tramutol: 
and he said nothing to me. When I saw him in his own office dow: 
town, I talked to Mr. Tramutolo, I think, on the 14th or the 15th, 
and he indicated “Go about your assignment.” I think that n 
thought was that I regarded the matter ex: actly as the other matte: 
I had in hand. 

Mr. DeWinpv. Just a minute, Mr. O'Gara. You have said y 
thought that very possibly your whole investigation would have lb 
come bogged down. 

Mr. O’Gara. Not my investigation; the grand jury’s investiga 
tion. This has never been my investigation as such. 

Mr. DeWrnp. All right, the investigation that you proposed. 

Mr. O'Gara. Yes. 

Mr. DeWinv. Would become bogged down. 

Mr. O’Gara. It might. 

Mr. DeWrnp. It might have. 

Mr. O’Gara. Yes. 

Mr. DeWrnv. Therefore, I assume you had something in mind that 
Mr. Tramutolo would do when you told him that might open up that 


possibility. What did you think Mr. Tramutolo would do when you 


spoke to him that might result in the possibility of torpedoing the 
investigation ¢ 





10 
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Mr. O'Gara. I didn’t think about what Mr. Tramutolo would do. 
I didn’t give that any consideration at all. My thought was that 
Mr. Tramutolo in all likelihood would simply refer the matter to the 
staff. 

Mr. DeWrnp. To the staff? 

Mr. O'Gara. Yes, to the assistant members of the staff. 

Mr. DeWrnp. You thought he would refer it to all of the staff or 
just to some of them ¢ 

Mr. O’Gara. It wouldn’t matter to whom. 

Mr. DeWinv. Did you have any specific person you thought he 
would refer it to? 

Mr. O'Gara. No, I had no idea. I didn’t think about it. I felt 
perfectly capable of taking care of the matter. 

Mr. DeWinp. Why would he not just refer it to you when you 
talked about it ? 

Mr. O’Gara. I didn’t know whether he would or not. He already 
told me to take care of the assignment I had, and I assumed that he 
would probably leave it with me. 

Mr. beWino. You assumed what ? 

Mr. O’Gara. I assamed he would probably leave it with me. 

Mr. DeWrnp. If he left it with you there would have been no tor- 
pedoing or bogging down ? 

Mr. O’Gara. I know, but my responsibility was to the Seward 
grand jury, and whether there was or wasn’t I didn’t feel I could take 
any chances with the matter. 

Mr. DeWrnp. You thought probably he would leave it with you but 
you were not sure‘ 

Mr. O'Gara. I didn’t think about it at all. 

Mr. DeWinp. But if you were thinking in terms of “This may be 
torpedoed, if I may say anything about it,” just what would happen 
that would have resulted in it being torpedoed ? 

Mr. O’Gara. The earlier cases I have referred to would suggest 
what might have happened. I could have no certainty what was go- 
ing to happen; but I did know what had happened in the past. 

Mr. DeWinp. If Mr. Tramutolo had not left the matter with you, 
to whom would he have referred it ? 

Mr. O’Gara. I don’t know. 

Mr. DeWinp. Who had the assignment to deal with such matters? 

Mr. O'Gara. I don’t know. This situation had, as far as I knew, 
never arisen before. 

Mr. DeWtinp. Who had the assignment to deal with charges against 
the Internal Revenue personnel ? 

Mr. O’Gara. I don’t know. 

Mr. DeWrnp. You do not know who had the assignment to deal 
with those cases? You did not have it, but you do not know who did 
have it? 

Mr. O’Gara. No, I don’t know who had the assignment. This was 
not the typical income tax case or tax case. This was a case where 
there appeared to be irregularities. 

Mr. DeWrnp. These were charges against personnel of the Internal 
Revenue Service, namely, the collector’s office. 

Mr. O’Gara. Requiring investigation. 

Mr. DeWrnp. Who had the assignment to handle crimes of that 


kind ? 
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Mr. O’Gara. I don’t know. I had the crimes of Government res 
ervations. 

Mr. DeWinp. You do not know who had these particular class) 
fications? 

Mr. O'Gara. No. If there was a crime on a Government reser 
tion, it was my assignment technically. 

Mr. DeWrxp. And you do not know what person in the office had 
assignment which would cover charges against Bureau te age 

Mr. O’Gara. Conceivably that assignment would cover it. I do: 
know. 

Mr. Byrnes. Was there anybody in the office working on assig 
ments of that nature that you know of, or was this something new / 

Mr. O’Gara. As far as I know, no one was working on it. I dor 
know. ‘They may have been. But I didn’t know of anyone. 

Mr. Currts. I would like to know if there is sufficient volume oi 
corruption in the various districts over the United States so that th 
has to be a permanent assignment of assistant United States attorne) 
to take charge of that division. 

Mr. DeWinp. I understood, Mr. O’Gara, that you said that 
crimes were classified in your office and assignments were made 
categories; is that correct ? 

Mr. O'Gara. Yes; but as I stated earlier, Mr. DeWind, those assig 
ments were not inflexible. There were many instances in which « 
assistant would take another man’s assignment. 

Mr. DeWrnp. Presumably after discussion with the person reg 
ularly assigned, or with the United States attorney, or with son 
body else ? 

Mr. O’Gara. Sometimes not, if the matter might arise, or did ari 
in connection with a case being handled by the assistant. 

Mr. DeWrxp. You have mentioned three cases that you say | 
caused you to lose confidence in the United States attorney’s offi 
and to feel that torpedoing might result if you informed anybod) 
the office concerning this partic war T aylor grand jury matter. 

Now, would you start with the first of those cases and tell us j 

why that case caused you to lose confidence. 

Mr. O’Gara. Yes. But may I first say that I do not feel it wa 
matter of informing them. T believe that they knew already ab 
the matters that—— 

Mr. DeWinp. You did not think that Mr. Tramutolo knew about 

Mr. O’Gara. I didn’t know whether he did or not, but I felt t) 
members of the staff did know. 

Mr. DeWrnp. It would certainly seem unlikely that he would. 

Mr. O'Gara. Mr. Doolan had gone to Mr. Tramutolo earlier. 

Mr. DeWixp. But you had been alone with the Seward grand } 
when they told you to take it up with the Taylor grand jury. 

I do not see how anybody in your office would be very likely to, 
could possibly, know what the Seward jury had told you. 

Mr. O’Gara. Mr. Karesh had come into the Seward jury and 
vised me and the jury that the jury ought not to go outside the sco) 
of its order of extension. 

Now, I would say that he had some knowledge, and coming into t 
presence of the jury at that time he could have obtained furt! 
knowledge. 
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Mr. DeWinp. But the Seward jury decided not to go into these 
matters. 

Mr. O'Gara. It was after there had been a presentation of the gen- 
eral nature of the material contained in it, and the recommended in- 
vestigations, that they made that decision, and it was after Mr. Karesh 
had come into the grand jury room. 

Mr. DeWinp. Mr. Karesh was not there when they made that deci- 
sion, Was he ¢ 

Mr. O'Gara. That they not go into it: no. 

Mr. DeWinpb. And he was not there when they directed you to take 
it up with the Taylor grand jury ¢ 

Mr. O'Gara. That ts correct. 

Mr. DeWinp. So that nobody knew that the Seward grand jury 
had directed you to take it up with the Taylor grand jury ‘ 

Mr. O'Gara. I don’t know whether 

Mr. DeWrnpb. You know of no way that anybody in your office 
could have known it / 

Mr. O'Gara. They could infer that something had been done about 
those matters. Certainly there had been no decision reached. 

Mr. DeWinp. They might have speculated about it, but to your 
knowledge Mr. Tramutolo had not been informed that you intended 
to take these matters up with the Taylor grand jury ¢ 

Mr. O'Gara. No: I didn't know. 

Mr. DeWinp. L say, you didn’t know that he was. 

Mr. O'Gara. | do know that I was available, and ready to answer 
any questions about it. 

Mr. DeWinv. Did you take any steps to keep people in your office 
from knowing that these matters were being taken up -positive steps 
to see that no word got around that you were taking them up‘ 

Mr. O'Gara. No: 1 didn’t take any positive steps. 

Mr. DeWtnpb. Did you ask anybody that worked on the matter to 
keep quiet about it, not to let it get around ¢ 

Mr. O'Gara. Well, that is customary in connection with—— 

Mr. DeWrnp. Just a minute. Just answer the question, Mr. 
O'Gara. 

Did you ask somebody in your office to keep quiet about it? 

Mr. O'Gara. I think I told the girl who typed the list up. 

Mr. DeWinpb. That you W ished to keep it secret ? 

Mr. O'Gara. That it was going to the grand jury. 

Mr. DeWinpb. Did you ask her not to let anybody else in the office 
know that you were working on this; is that correct / 

Mr. O'Gara. I may have. I don’t know whether I did or not. 

Mr. DeWinp. Then you did take positive steps to see that this thing 
was kept secret, which would appear to me to indicate that you thought 
maybe no one knew about it and that you might keep it a secret. 

Mr. O'Gara. In the commitment of the matter, but I don’t know 
that the steps were effective. I have no idea. 

Mr. DeWinp. All right. 

Now, coming to these three cases which you say the handling of 
which caused you to lose confidence in the United States attorney's 
office, start with the first of those cases and explain why. 

Mr. O'Gara. The first case was United States versus Zamloch, a 
case that charged obstruction of justice and suborned perjury, and in 

91550—52—pt. 3——-19 
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that case there was a very considerable delay between the time t! 
the case first came to the attention of the United States attorne, 
office and the time that an indictment was presented to the jury f 
action. 

Mr. Krocu. Did you handle the presentation of that case? 

Mr. O’Gara. I had done some of the presentation. 

Mr. Keoeu. I donot hear you. Speak up. 

Mr. O’Gara. I did handle some of the presentation of that « 
before the grand jury. 

Mr. Krocu. When was that? 

Mr. O’Gara. That was, I think, in June, the last few weeks 
June 1950. 

Mr. Krocu, That was when you had been in the office for 6 mont! 

Mr. O'Gara. Yes. 

The second case was the George T. Davis case, which was present 
to the grand jury at about the same time, June and July in 19: 
And in that case, which I subsequently entered as assistant t1 
counsel, I was given to understand that there was a delay of appro 
mately—I don’t know, I think it was a year and a half, between | 
time that the report was submitted to the United States attorne) 
office and the time that the case was presented to the grand jury wit 
indictments asked. 

Mr. Krogu. When was that ? 

Mr. O'Gara. That was about the same time. The trial, of cours 
was much later. 

Mr. Kroon. Did you handle that presentation ? 

Mr. O'Gara. No. I was related to the trial of the case. That wv 
in December or January 1951. 

Mr. Keocu. You were assigned as trial counsel then ? 

Mr. O’Gara. I was assistant. I was also assistant in the earli 
case with Mr. Karesh. 

And the final case was a matter of an alleged obstruction of just 
arising out of the Zamloch trial, which came to the grand jury's 


attention in October of 1950, and continued over Christmas recess, 


and so forth, and was resumed in January 1951, and was the subject 
of meetings with the Seward grand jury during January, February, 
March, April, and May of 1951. 

Mr. DeWinp. Was any indictment ever returned by the Seward 
grand jury in that case? 

Mr. O’Gara. Yes. On May 11—well, not exactly in that case. They 
returned an indictment on May 11 against one of the alleged pri: 
cipals, and that was the indictment 

Mr. DeWinp. But this obstruction of justice case that you referred 
to as having caused you to lose confidence, no indictment was ever 
returned by the Seward grand jury in that case? 

Mr. O’Gara. No. The grand jury was discharged before it coi 
pleted its work. 

Mr. DeWrnp. Was the case ever referred to another grand jury / 
Mr. O'Gara. It was referred to another grand jury, but again 
was a reference toward the end of the grand jury’s term and not a! 

immediate reference. 

The Seward grand jury went out on July 5, and the jury whic’ 
eventually got that case took office, I believe, on 5-10, or 11. And 





\ 
Jan 
N 
req 
as a 
tion 
aval 

T 
lieve 
ber 
FBI 
repe: 
ligat 
0, 19, 

Mi 
mitte 





INTERNAL REVENUE INVESTIGATION 2315 


my recollection is that they received information about the alleged 
obstruction of justice late in October and again in November. 

Mr. DeWrnp. You presented the obstruction of justice case, that 
you are referring to, to the Seward grand jury yourself, did you? 

Mr. O'Gara. In the beginning Mr. Karesh and Mr, McMillan and 
myself all worked on the present: ition of that. 

Mr. DeWrnp. And there was something about the handling of that 
case which caused you to lose confidence e? 

Mr. O'Gara. Just delay. 

Mr. DeWinpv. What caused the delay / 

Mr. O’Gara. I don’t know what the cause was. 

Mr. DeWinp. Did Mr. Karesh cause the delay ? 

Mr. O’Gara. I can’t ascribe it to any individual. In the beginning 
one of the first items of the delay was the fact that the grand jury 
transcript—there were extended hearings, you see, before the grand 
jury, and the grand jury transcript was necessary for complete review 
and final presentation to the jury, and it was delayed time and time 
again, did not become available for a very long time. 

Mr. DeWrnpv. Who delayed the matter ? 

Mr. O'Gara. I don’t know. 

Mr. DeWrnpv. You and Mr. Karesh and Mr. McMillan were han- 
dling it together, were you not? 

Mr. O'Gara. In the beginning that is true, and then Mr. McMillan, 
sometime between October and January, got out of that case. And 
sometime before January Mr. Hennessy removed Mr. Karesh and 
myself from the handling of that case, and I think he indicated that 
he was going to take it himself. And the next thing that happened 
was that the | Seward grand jury on January 15, I think i is the date, 
reopened the case, and Mr. He nnessy then assigned me to handle the 
case alone. 

Mr. DeWrnp. And in your handling of the case from January 15 
on you were not able to present suffic ient evidence to warrant an in- 
dictment ; is that it? 

Mr. O’Gara. No: I don’t know whether I would say that. 

Mr. DeWinp. When was the Seward jury terminated or dis- 
banded ? 

Mr. O’Gara. It was disbanded July 5, 1951. 

Mr. DeWinp. So you had the obstruction of justice case from 
Janus 4 until July? 

Mr. O'Gara. Yes. The grand jury, between January and July, 
requested an FBI investigation of certain leads that were deve sloped 
as a result of testimony that they had secured, and the FBI investiga- 
tion was not forthcoming. It did not come for—well, it was un- 
available. 

The first request for an FBI investigation in that case was, I be- 
lieve, at the time that the grand jury had its term extended, Novem- 
ber 1, 1950; and part of the order of extension, I believe, directed the 
FBI investigation be commenced, and none was commenced despite 
repeated requests from January 15 through March 15, until an inves- 
tigation was secured and I think it was commenced finally on April 

, 1951. 

” Mr. DeWrnpv. When was the request for investigation first trans- 
mitted to the FBI? 
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Mr. O’Gara. At the time of the order of extension, November 1. 
1950, I informed the FBI, the agent in charge, by telephone, that the 
order had been issued by this district court, and I think they secured 
a copy of the order. 

It is my understanding that they had discussions with Mr. Hen 
nessy about that, so I assume they had it on November 1. 

[ was engaged in the Davis case trial preparation and trial fro: 
ubout November 10 or so through January 5, so I didn’t follow the 
matter during that period. 

Mr. DeWrnp. To what wouid you ascribe the delay? Do yo 
know what caused the delay in the FBI investigation ¢ 

Mr. O'Gara. I don’t know what caused the delay in the FBI inves 
tigation. Il know at the outset there was some discussion about the 
FBI not as a matter of practice wanting to commence an investiga 
tion which had been started by another agency. 

The Narcotics Bureau had been in on that case. And I think it 
was at the January 15, 1951, meeting that the Narcotics Bureau pre 
sented its case and indicated to the grand jury, as they had stated 
previously, that they didn’t have the manpower to conduct the neces 
sary investigation, and in addition that the investigation required 
related to an apparent obstruction of justice which they believed was 
outside of their jurisdiction. 

At that same meeting the agent in charge, Mr. Kimball, who was 
then resident agent of the FBI at San Francisco, disclosed to the 
grand jury that he had not—I am not certain exactly how it was put 
by him, but the gist of it was that he had been informed that no in- 
vestigation was necessary, and that information had been given him 
by Mr. Hennessy. 

’ Mr. Keoeu. You did not agree with that, did you? 

Mr. O'Gara. I didn’t have any opinion in the matter. The grand 
jury is the one that requested the investigation. ‘ 

Mr. DeWrnp. In April you say that the FBI investigation was 
made ¢ 

Mr. O'Gara. It was commenced in April. 

Mr. DeWrxp. When was it completed ! 

Mr. O’Gara. I understand this indirectly, but I believe it was com- 
pleted sometime in July. I think it was completed July 5. 

Mr. DeWrinp. What was the general nature of that investigation ? 

Mr. Curtis. May I ask counsel, is this a tax case? 

Mr. DeWrnp. No: it is an obstruction of justice case, Mr. Curtis, 
but it is a ease the handling of which Mr. O'Gara, as I understand it, 
savs caused him to lose confidence in the United States attorney s 
ollice. 

Mr. O'Gara. One of the cases. 

Mr. Curtis. I do not know whether there is any objection, but | 
am not sure that it is material to have confidence in the United States 
attornev’s office. 

Mr. Kroacu. I think it is material in this instance, because we have 
testimony of the assistant United States attorney expressing lack of 
confidence in the administration of his office and assuming thereafter 
to decide what he would do, what cases would be presented to what 
grand jury. 

I think we should have the record indicate the bases upon which 
that position was reached. 
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Mr. Curtis. I fail to see the connection between that and the Bu- 
reau of Internal Revenue, which we are investigating. 

Mr. O’Gara. There may be some connection. 

Mr. Krocu. There may be. 

Chairman Kine. I might add for Mr. Curtis’ information that 
this committee has had assigned to it by the chairman of the Senate 
Judiciary Committee all matters dealing directly or indirectly with 
Jureau of Internal Revenue or tax matters in this district, even 
though related to the Justice Department or to grand juries. 

(Diseussion off the record. ) 

Chairman Kine. The committee will now stand in recess until 
8 p. m. tonight. 

(Thereupon at 6 p. m., a recess was taken until 8 p. m. of the same 
day.) 

EVENING SESSION 


Chairman Kine. Come to order. 

Mr. DeWrnp. Mr. O'Gara, just before the recess you were dis- 
cussing the delay in obtaining the FBI investigation into the ob- 
struction of justice case that you referred to as the aftermath of the 
Zamloch case. 

Mr. O'Gara. That commenced with the order of the district court 
on November 1, 1950, extending the grand jury’s term and directing 
an FBI investigation. 

I think at the session just before the recess I indicated that the 
FBI was informed by telephone of the court order, and thereafter 
there was no investigation commenced until about April 3. 

There were many requests made by the grand jurors, and particu- 
larly by Mr. Seward, the foreman. That investigation being com- 
menced, he communicated by telegram and by telephone with Wash- 
ington, D. C., and finally investigation was commenced. 

Mr. DeWinv. When did the request for the investigation get to the 
Washington level ? 

Mr. O'Gara. The first instance of that, I believe, was February 2. 
January 15, Mr. Hennessy assigned me to handle the matter before 
the grand jury, and they adjourned January 15, to meet again on 
February 2, and on February 2, I believe is the date, they directed a 
telegram be sent and a letter be sent to the Attorney General, and 
that was dispatched over the signature of Mr. Hennessy. 

Mr. DeWrnp. You mentioned two things here, an apparent view on 
Mr. Hennessy’s part that no FBI investigation was needed, and an 
initial reluctance on the part of the FBI to undertake the investigation 
because of the fact that the narcotics agents had already been in the 
case. 

Mr. O’Gara. The first, with reference to the Narcotics Bureau’s re- 
luctance, was commonly known, that the FBI would be reluctant to go 
into any investigation where another investigative agency had previ- 
ously done some of the work. 

And the second matter, Mr. Hennessy’s belief, that no investiga- 
tion was necessary, was a belief that he expressed to the grand jury. 
I think the way that it was expressed was that there was nothing to 
investigate. He made that statement to the grand jury. 

Mr. DeWinp. Was that the matter of investigating whether or not 
a witness in the Zamloch case, Louise Haller, had been intimidated 
by somebody ? 
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Mr. O’Gara. That is correct. 


Mr. DeWrnp. And that is the matter that Mr. Hennessy did not 


think warranted investigation ? 

Mr. O'Gara. I don’t believe that, specifically. That was one of t! 
matters that was involved. There were a great number. There wer 
quite a few facets to that case. 


Mr. DeWinp. Was that the principal matter, the question of 


whether or not Louise Haller, a witness in the Zamloch case, had been 
intimidated ¢ 

Mr. O’Gara. Mr. Hennessy, as I recall, didn’t specify what it 
that he believed did not require investigation. 

Mr. DeWinp. No; but was that the principal matter to be invest 
gated ? 

Mr. O'Gara. I suppose it was; yes. 

Mr. DeWinv. When the FBI finally began their investigation 
April, what was the result of that investigation ? 

Mr. O'Gara. The results were summarized in a report which | 
saw sometime in July. Mr. Tramutolo gave me the FBI report, whi: 
I think was a completed report at the time, but it may have had fur 
ther work to be done. 

The results of that investigation, according to the report which I 
examined, were that the FBI had found first, that Mrs. Haller’s story 
of intimidation was a hoax, as she had told it to the grand jury. Ther 
was no truth to it. Then that statement, I think, was made in a: 
affidavit which she gave on or about the first week of May. In tl 
affidavit which she had given—I think the date was May 5, but, « 
course, the FBI report would be the best record of that—it showed 
that the alleged intimidation was not an intimidation, as she told t 
grand jury, by any individual whom she couldn't identify, but » 
in fact an intimidation by me on the day that she had testified. Sly 
alleged in substance that I had intimidated her. 

Mr. DeWrnp. The outcome of that investigation was that no indi 
ment was brought and the grand jury took no action in the matter / 

Mr. O'Gara. The outcome of the investigation was that they, 
some time after May 16, and according to what Agents Brandt a1 
Evans told me, at the direction of the Attorney General they reopene 
the investigation on the basis of this affidavit to determine whether « 
not it was true that I had intimidated Mrs. Haller. 

Mr. DeWrnp. Then the outcome of this investigation was some affi- 
davit that if Mrs. Haller had been intimidated that you had intin 
dated her ? 

Mr. O'Gara. No. Louise Haller’s affidavit was the affidavit which 
asserted that 

Mr. DeWrinpv. Were there other affidavits to that effect? 

Mr. O’Gara. Sometime after May 16 two Internal Revenue em 
ployees, Ralph Yeo and Richard Nossen, gave affidavits which tended 
to corroborate Mrs. Haller’s statement. 

A third affidavit, by a representative of the Interna! Revenue whose 
name escapes me at present, did not confirm, as Mr. Yeo and Mr 
Nossen claimed in their affidavits, the alleged intimidation by myself. 

Mr. DeWrnp. The outcome of that investigation was that there was 
nothing on which the grand jury felt it pte) erry is that correct ? 

Mr. O’Gara. On the contrary, the grand jury acted on July 3 in the 
form of a resolution which declared that Mrs. Haller’s statements and 
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her affidavits were completely without foundation with respect to any 
intimidation by me, and they acted further to the extent of recom- 
mending for further investigation and prosecution the names of cer- 
tain Gaivideats which were to be turned over to the grand jury to be 
empanelled. They definitely felt that there was, as I recall, consid- 
an to act on, but the Seward grand jury was stopped in its tracks, 
so to speak, on July 3, and therefore they turned over material requir- 
ings in their opinion, grand jury action, to the United States attorney’s 
office. 

Mr. DeWinp. The FBI investigation did not, then, produce any- 
thing on which the grand jury felt it could act at that time ¢ 

Mr. O’Gara. The grand jury at that time felt that it was not being 
given time to take such action as it might deem necessary. It wasn’t 
that the FBI report produced nothing for them to act on; but it was 
that they did not have the time, were not allowed to have the time. 

Mr. Byrnes. When did they get this FBI report ! 

Mr. O’Gara. I believe the first time the FBI report, or the major 
part of it, was presented to them was on, I think, July 4. July 4 was 
the scheduled meeting of the Seward grand jury, and the first meeting 
after its meeting of May 11. 

Mr. Byrnes. Then did they get a subsequent report from the FBI? 

Mr. O'Gara. As I understand it, they got a completed investigation 
about July 3. 

Mr. Byrnes. They got a completed investigation July 3? 

Mr. O'Gara. I believe it was completed. The grand jury foreman 
asked Mr. Tramutolo to turn the FBI report over to me, and I ex- 
amined it on July 3 and July 4; and my recollection is that while there 
were some leads still undeveloped the principal investigation was 
completed at that time. 

Mr. Byrnes. So that July 3 vou had what can be considered a fairly 
complete FBI report; is that correct ¢ 

Mr. O'Gara. My impression is that it was. 

Mr. Byrnes. Now, when did the jury go out of existence ? 

Mr. O'Gara. July 5. On July 3 the grand jury appeared in a meet- 
ing which had been ordered by the district court in place of the meeting 
which the grand jury had scheduled. 

Going back, they had their June 4 or 5 meeting upon the under- 
standing that they would reconvene about June 28. 

Before the grand jury was going to meet on June 28, the United 
States attorney's office and this court had prepared an order changing 
the date from June 28 to July 3, and when they met on July 3 the 
district court, Judge Murphy presiding, informed the grand jurors 
that they had just approximately 72 hours to wind up their business 
and go out of office, that they would—— 

Mr. Byrnes. When did that 72 hours expire?’ When were they 
supposed to be dismissed? What deadline did they have? 

Mr. O’Gara. They received at that time, on July 3, a deadline which 
came to approximately 6 p. m., July 5, the day after the Fourth of 
July holiday. 

Mr. Byrnes. What time during the day did they get the FBI re- 
port which they presumably got completed on July 5? 

Mr. O'Gara. F think it would probably be more accurate to say it 


was completed on July 3. They had received it July 3, and it was 
turned over to me, at their direction, the evening of July 3. 
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Mr. Byrnes. Is it your point that July 3, with a July 4 holiday 
in between, and their going out of existence at 6 p. m., July 5, did 
not give them proper time to consider all of the details of the FBT in- 
vestigation in the other matter? 

Mr. O'Gara. Yes. 

Mr. Byrnes. In order to take action one way or the other on this 
particular matter? 

Mr. O'Gara. Yes. It was Mr. Seward’s position, and it was ex- 
pressed to that effect. 

Mr. DeWtnp.-Has the grand jury to which the matter was referred 
brought any indictments yet ? 

Mr. (PGAR ® Th: at matter was re ferred to the So-C alled Rus k jury, 
which was empaneled in July, about July 10, and my understanding 
of it from the jurors—!I was a witness before them—that when the 
matter was first brought up before them, I believe. sometime 
August, and at such time they were asked whether or not they wanted 
to consider it without being given any details as to what the matter 
was, and they voted at that time to not consider it. 

It was then brought up again for the first time very close to the end 
of the grand jury’s term. I think that was one or two sessions be 
fore they normally would go out of office, and at the conclusion of 
their consideration, the Rusk jury left the matter, I am told, on the 
understanding that the United States attorney would pursue it fur- 
ther with a later grand jury. 

Mr. Krogu. What is the source of your understanding as to what 
the Rusk jury did? 

Mr. O'Gara. I was a witness before the Rusk grand jury. The Rusk 
grand jury in its interrogation of me, and in discussions there with 
the grand jurors 

Mr. Keocu. And you are now te ling us what transpired when you 
were a witness before that grand jury? 

Mr. O'Gara. Yes. Rule 6 of the Federal Rules of Criminal Pro 
cedure does not impose any secrecy requirements. 

Mr. Keocn. Please, Mr. O’Gara, just answer my question. 

Will you now tell us what transpired before the Rusk grand jury 
when you were a witness? 

Mr. O'Gara. Insofar as it happened, there the evidence lies. 

Mr. DeWinp. What aspects of this case, Mr. O'Gara, caused you 
to lose confidence in the staff of the United States attorney’s office / 

Mr. O'Gara. The dominant characteristic of the handling of the 
case was delay after delay. 

Mr. DeWinp. You have mentioned so far that Mr. Hennessy appa 
ently did not think that this FBI investigation was warr: anted, and 
that some delay resulted from his expressing that opinion. Is that 
just a matter of your disagreeing with Mr. Hennessy’s judgment as to 
whether there should or should not be an FBI investigation ? 

Mr. O’Gara. It was not a matter of my disagreement with Mr. 
Hennessy’s judgment. It was a matter of disagreement between Mr. 
Hennessy and the grand jury. It was the grand jury’s decision they 
wanted an FBI investigation. I of course shared the opinion of the 
grand jury, feeling that the grand jury’s decision would be control- 
ling. 

Mr. Kroon. As a matter of fact, Mr. O’Gara, whenever there is 8 
difference of opinion between the grand jury or its foreman and the 
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United States attorney, you seemed to share the opinion of the grand 
jury or its foreman, did you not ? 

Mr. O'Gara. I don’t know. I never bothered to count the number 
of instances that occurred. 

Mr. DeWrnp. Was that disagreement what caused you to lose con- 
fidence’ Is that the situation? 

Mr. O'Gara. We are growing case by case - 

Mr. DeWrnp. Yes: but in that case that was the situation, that Mr. 
Hennessy felt the FBI investigation was not warranted. 

Mr. O'Gara. Mr. Hennessy felt. that the FBI investigation should 
not be given. He didn’t know whether it was warranted because he 
stated he hadn’t looked into the matter at all. 

Mr. Byrnes. Did not the matter of delay also affect your decision ? 

Mr. O'Gara, Certainly. 

Mr. Byrnes. It seems to me that the evidence seems to be pretty 
clear that there are those two factors. Is there any other factor be- 
sides delay and Mr. Hennessy’s decision or belief with regard to an 
investigation / 

Mr. O'Gara. Not in that particular case. 

Mr. DeWrnp. What was the delay, Mr. O'Gara, that you are refer- 
ring to in the case / 

Mr. O'Gara. The Zamloch matter? 

Mr. De\Wunp. No: in the aftermath that you re ferred to. 

Mr. O'GARA. Yes: that is correct, the delay in obtaining the inves- 
tigation as requested by the grand jury. 

Mr. DeWrnp. It all boils down to one matter. The FBI investi- 
gation took considerable time to get for two reasons: Mr. He nnessy 
did not think it was warranted, and the FBI was unwilling to under- 
take it because of the Narcotics Bureau having acted. 

Mr. O’Gara. I do not know that it can be reduced to those two 
factors alone. It was obvious that the United States attorney’s office 
was taking the view largely that the grand jury was not in a position 
to determine what investigation should be made of matters that came 
to the grand jury’s attention. I certainly disagreed with that view 
fundamentally, that when a grand jury decided an investigation was 
necessary, I believed that the erand jury was entitled to obtain that 
investigation. After Mr. Hennessy had stated to the grand jury that 
there was nothing to investigate, the delay which followed his decla- 
ration that an FBI investigation would be forthcoming or might be 
obtained was in addition to the delay that occurred up to that time. 

Mr. Kroon. Mr. O'Gara, if you have not counted the number of 
times when you have agreed with the grand jury or its foreman in 
their disagreement with the United States attorney, can you enu- 
merate any instance when in such disagreement you agreed with the 
United States attorney / 

Mr. O'Gara. Oh, many oceasions when grand juries have 
wanted 

Mr. Kroeu. I am talking about the instant grand jury, the Seward 
grand jury. 

Mr. O'Gara. Yes: there are instances. 

Mr. Krocu. I would be delighted to have you tell me any. 

Mr. O'Gara. There are instances in which the Seward grand jury 
thought that one procedure or another in connection with witnesses 
would be preferable. 
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Mr. Kroeu. Tell me some of the details of those instances. 

Mr. O'Gara. There was one instance in which a witness refused to 
produce a letter, and the grand jury at one point thought the matter 
should be pressed immediately, and members of the United State: 
attorney's office thought that it would be better to wait, and that wa 
done. 

Mr. Keocu. With whom did you discuss that matter in the United 
States attorney’s office? 

Mr. O'Gara. Mr. Karesh and Mr. McMillan were there. 

Mr. Keocu. I did not ask you who was there. With whom did y: 
discuss the matter? , 

Mr. O'Gara. That was discussed with them. The grand jury alway 
discussed it. 

Mr. Krogu. When was that? 

Mr. O'Gara. I think that was in October 1950. 

Mr. Kreogu. That was when you were in the office 10 months? 

Mr. O'Gara. Yes. 

Mr. DeWinp. Then, Mr. O'Gara, do I understand you to say that 
the ultimate outcome of the FBI investigation was to find that Louis: 
Haller’s story of intimidation was a hoax, and that two or three per- 
sons made affidavits that you had intimidated her, and that was the 
total outcome of the investigation ? 

Mr. O'Gara. And affidavits were made, or an affidavit was made 
that did not corroborate her story. I don’t know what the total out 
come is because as I say there was some indication that the matter 
has been turned over to another grand jury. 

Mr. DeWrnp. Yes; but at the time that it was brought up to the 
July 5 report, that is all that had come out at that time substantially, 
is that correct? 

Mr. O'Gara. I believe so. 

Mr. DeWrnp. Might that tend to some extent to corroborate Mr. 
Hennessy’s judgment that there was nothing to investigate? 

Mr. O'Gara. Not in view of the fact that the Seward grand jury 
was rushed off its feet and thrown out of office before it had a chance 
to make up its mind. 

Mr. DeWinp. But the report produced nothing but that. The grand 
jury had a report that Louise Haller’s story about intimidation was a 
hoax and some people made affidavits that you had intimidated her in 
some way, and the grand jury found that you had not, and that 
ended the matter? 

Mr. O’Gara. I don’t think you can summarize it in that way. It 
is a very lengthy report, and it would take lengthy analysis to find 
out what the report said. 

Mr. DeWrnp. I asked you what the summary was, and you said 
that was the outcome. 

Mr. O'Gara. In terms of the grand jury action that is the summary, 
but in terms of the significance of the report 

Mr. DeWrinp. I meant the summary of the report. 

Mr. O’Gara. I can’t tell you what the significance of it is. 

Mr. DeWrnp. Did they find out anything else in their investigation 
that you recall? 

Mr. O’Gara. They left a list of individuals which, after their re- 
view of the report, they believed had committed crimes. So, the out- 
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come of the report obviously was an implied charge of crime against 
these individuals. 

Mr. DeWrnp. You mean other matters that apparently had grown 
out of the investigation ? 

Mr. O'Gara. No; right in the substance of that report. 

Mr. DeWrnp. You are referring to the income tax case that grew 
out of that? 

Mr. O'Gara. No; I am referring to the obstruction of justice case, 
and the persons related to the obstruction of justice case. 

Mr. DeWrnpb. You are not relating to the so-called MacInnis tax 
case that grew out of it? 

Mr. O'Gara. No. 

Mr. DeWrnp. That is one case which you say caused you to lose 
confidence in the United States attorney’s office. Primarily, I judge 
from what you say, Mr. Hennessy seemed to be the only person you 
mentioned. 

Mr. O’Gara. Yes; but, in resuming the session this evening, I think 
that when you started questioning, 1 understood you referred to the 
Zamloch aftermath. I think we should go back to the commencement 
of the Zamloch case. The way in which the Zamloch case 
commenced 

Mr. DeWrnp. That is the second case you mentioned ? 

Mr. O’Gara. This is the first case. 

Mr. DeWrnp. It is one of the three cases. You have the Zamloch 
aftermath, and now you mentioned the original Zamloch indictment. 

Mr. O’Gara. Yes, but that was the earlier time, and I thought it 
would be convenient to refer to that first. 

Mr. Krocu. Before you go to the original Zamloch matter, may I 
ask you about this aftermath? Is it your opinion that under the order 
of extension of the Seward grand jury that was a matter that might 
properly come before that grand jury ! 

Mr. O’Gara. Without a question of a doubt. The Zamloch case 
arose in about May or thereabouts 1950, and, briefly summarized, the 
case report from the Narcotics Bureau, then headed by George White 
in San Francisco, that there was reason to believe that Paul I Steffen, 
a narcotics dealer, and his ownership in certain narcotics, had been 
concealed in the earlier trial of United States v. Marie Basom. The 
report indicated that Archer Zamloch, an attorney, and Paul Steffen 
and Albert Benevedes had conspired to conceal Paul Steffen’s owner- 
ship in narcotics. Indictments were brought against Paul Steffen, 
I believe, under the Harrison Act on the narcotics charge, and also 
on a violation of the National Firearms Act, sometime prior to the 
third indictment which charged Steffen and Benevedes and Zamloch 
with a conspiracy to obstruct justice by securing the perjured testimony 
of Marie Basom in her earlier narcotics trial. 

The significant thing about that case was that, in the instances I 
have spoken of in connection with the Zamloch aftermath, there like- 
wise was delay on the part of the United States attorney in presenting 
the charge against Mr. Zamloch. 

Mr. DeW inv. What was that delay? How long did that delay 
continue ¢ 

Mr. O’Gara. You might say that it continued from the time the 
National Firearms Act indictment was returned up until about the 
time that the so-called Boden grand jury went out of office. The 
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Boden jury went out of office about July 3, or thereabouts, and the 
Zamloch indictment was returned the last part of June. 

Mr. DeWinp. The last part of June? 

Mr. O Gara. Yes; I believe so. 

Mr. DeWrnp. And when was the original indictment brought against 
Stetfen / 

Mr. O'Gara. I believe it was some time in May. The report had 
been received earlier. 

Mr. DeWinp. This delay you are talking about was from May to 
June ¢ 

Mr. O'Gara. It was more than that. I don’t know what the date 
of the receipt of the report was, but there was a delay, although no 
additional evidence was secured. 

Mr. DeWinp. Just a minute. As we talking about a delay of some 
thing less than a month ? 

Mr. O'Gara. Perhaps we are. But the individuals involved had 
been indicted on the narcotics charge, and on the National Firearms 
Act charge, prior to their indictment on the obstruction of justice, al- 
though the evidence relating to all of the charges was being presented 
in connection with each of them, in other words, the earliest presenta- 
tion relating to any of the indictments which involved the later charges 
that were brought. 

Mr. DeWinp. But, as I see it, the only delay you can be talking 
about, if | understand what you are saying, is the delay between May 
and June. 

Mr. ()GARA. | am not sure of the exact dates, but obviously ther 
was a delay and the erand jury observed the delay and requested the 
ndictments be furnished. 

Mr. DeWinp. Who was handling that case before the grand jury ? 

Mr. O’GARA. Mr. IKKaresh started to handle the case before thy 
erand jury, and he asked me for my assistance. 

Mr. DeWrnp. Mr. Karesh discussed the case with you; did he? 

Mr. OG ARA. 2 es, 

Mr. DeWuinp. Openly and fully. There was no trying to hide any 
aspect of the case from you? 

Mr. O'Gara. Oh, no: not at all. 

Mr. DeWInp. What did Mr. Karesh think about the case? 

Mr. ¢ 'GARA, He wondered whether it would he possible to present 
the case and trv the case and omit Archer Zamloch. 

Mr. DeWrnp. Why did he wish to consider omitting Archer Zam 
loch from the indictment ¢ 

Mr. O'Gara. I don’t know why he did. 

Mr. DeWunp. Did you not discuss the matter with him pro and 
con ¢ 

Mr. O'Gara. We discussed it, but it was never quite clear to me, 
except that he said he was extremely reluctant to bring a charge 
against a lawyer, and further that he was reluctant to bring a charge 
against Archer Zamloch, who was a partner of James Martin Ma 
Innis. and James Martin MacInnis was a graduate of the school that 
Joe Karesh had attended. 

Mr. DeWrwnp. Did Mr. Karesh indicate that he had some doubts 
about the validity of the case against Zamloch ¢ 

Mr. O’Gara. It obviously presented difficulties as any case does, but 
those doubts he had about dhe case did not appear to control. The 
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obvious point about the case was that you could not present one case 
and not present the other. 

Mr. DeWirnp. All of the evidence was before the grand jury; 
that correct ? 

Mr. O’Gara. I don’t know whether all of it was or not. I am not 
sure. 

Mr. Kroeu. Can you fix the date ? 

Mr. O'Gara. I think most of it was—— 

Mr. DeWrnp. This is May of 1950, the period from May to June 
The first indictment came in May— 

Mr. O'Gara. About that . 

Mr. Keocu. That is 5'‘and 6 months after the witness was assistant 
United States attorney. 

Mr. O'Gara. That is correct. 

Mr. DeWinp. Just what was this reluctance on Mr. Karesh’s par 
to bring an indictment against a lawyer? What was that based on? 

Mr. O’Gara. Kind of professional courtesy, I suppose. I don’t 
know. It was never explained. 

Mr. DeWinNp. Was it ever said to be upon the theory that to indict 
a lawyer is a serious blow to his profession, even if he is acquitted ? 

Mr. O'Gara. That might have been referred to. I don’t know that 
was. 

Mr. DeWinp. You say that might have been referred to / 

Mr. O'GARA. It might have been. But the obvious fact about the 
case was that it would be difficult to present a conspiracy against Mi 
Steffen and Mr. Benevedes and leave Mr. Archer Zamloch, who was 
one of the principal actors, out. Mr. Boden, the grand-jury foreman, 
has expre ssed himself on that to me, and expressed himself to Mr. 
Karesh about the same subject. 

Mr. DeWinp. This matter was discussed with you by Mr. Karesh 
and discussed with the grand jury. Was anything said to indicate 
that Mr. Karesh was considering this case from the point of view 
of any improper motives? Was he attempting to cover anything up? 

Mr. O'Gara. I don’t know. I have told you what he said. I don’t 
know what his motives were, whether they were proper or dnd 

Mr. DeWrnp. Whatever he said caused you to lose confidence in 
him; 1s that right ? 

Mr. O'Gara. No; this is a matter of trying to tell you of the element 
that resulted finally in my loss of confidence. At the time I didn’t 
think very much about it. 

Mr. DeWrnp. This is an element in it? 

Mr. O’Gara. This is the first case. The second case was the Zam 
loch aftermath. And the third case was the Davis case. 

Mr. DeWrxp. Mr. Karesh discussed with you problems he had about 
the case; the matter was presented to the grand jury, and the grand 
jury directed the bringing of an indictment. Is that right ? 

Mr. O'Gara. The only problem that he had was how to present the 
case and leave Zamloch out. 

Mr. DeWrnp. And he discussed the problems about the indictment 
of Mr. Zamloch from the point of view of whether the indictment 
would be sustained ? 

Mr. O'Gara. I don’t think that was it. The problem was how to 
present this case to the grand jury and not have an indictment pre 
pared against Mr. Zamloch. That was the principal problem. 
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Mr. DeWrxp. And this was resolved between May and June by 
the grand jury deciding to indict Mr. Zamloch ? j 

Mr. O'Gara. Yes; the grand jury decided it. 

Mr. DeWinv. But you felt that discussion Mr. Karesh had wit 
you indicated that some basis for lack of confidence in him existed / 

Mr. O’Gara. No. That was in May or June of 1950. I am reciting 
to you the experience that I have had. 

Mr. DeW inv. How did this contribute to your lack of confidence ’ 
Mr. O'Gara. You asked me what my position was as of May 195! 
and my position in May 1951 was that, having the experience I had 
in the United States attorney’s office over the year May 1950 to May 
1951, I could not disregard the manner in which cases were being 
handled before the grand jury. The first case that presented a proble: 
in connection with handling it before the grand jury was the Zamlo 
case. The second matter was the Zamloch aftermath in the fall o 

1950, and the third was the Davis case. 

Mr. DeWinp. The first matter that caused you to lose confidenc: 
was the way Mr. Karesh handled the Zamloch case before the grand 
jury ¢ 

Mr. O’Gara. I did not lose confidence in Mr. Karesh at that time. 

Mr. DeWinp. It was the first step in that process ¢ 

Mr. O'Gara. I did not mean to suggest that I had lost confidence i; 
any individual at all. What I am saying is that the presentation o! 
matters before the grand juries in this district by the United States 
attorney’s office as of May 1951 did not appear to be going regularly. 

Mr. DeW inp. If this contributed to your ultimate view that matters 
might be torpedoed or bogged down in the United States attorney’s 
office, you must have felt that this matter was torpedoed or bogged 
down in some way. 

Mr. O'Gara. It certainly was delayed. 

Mr. DeW rnp. This was a delay between May and June. 

Mr. O’Gara. Yes; it was a delay. It was finally broken by the 
grand jury itself, and the grand-jury foreman. 

Mr. DeWrnp. I am simply asking: That seemed to you to have been 
a case that was mishandled, and caused you to take the first step toward 
the ultimate loss of confidence ? 

Mr. O'Gara. Yes. I don’t think that I took steps toward a loss of 
confidence. The point is that in reviewing the situation in May 1951 
inevitably I went back and saw how things had gone in the Zamloch 
matter in May 1950, and then in later cases. 

Mr. DeWtnp. On reflection, it seemed to you that showed some 
impropriety of conduct, some improper motives ? 

Mr. O'Gara. No; I didn’t even consider motives. I observed thie 
delay. I tried to observe as many facts as I could when I had to 
make a decision. One of the facts was that there was a delay which 
was broken by the grand jury. 

Mr. DeWrnp. And that this delay was a delay that Mr. Karesh was 
responsible for ? 

Mr. O'Gara. Yes. 

Mr. DeWrnp. That is two cases you have discussed. The third cas 
is the Davis case. 

Mr. Krocu. Before you leave that case, Mr. DeWind, may I ask 
Mr. O’Gara, since he had not at that point lost confidence in Mr. 


p: 
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Karesh, did you begin to lose confidence in the office because of that 
delay ? 

Mr. O'Gara. Oh, no; not at all. 

Chairman Kine. Mr. O’Gara, is it a serious thing that would war- 
‘ant a lot of consideration by the United States attorney or any 
prosecutor when he is faced with the prospect of an indictment of a 
Lever 

Mr. O'Gara. I don’t think it is any more serious than the indict- 
ment of any other individual. 

Chairman Krne. I could think of where an operator of a laundry 
in a year or two could live down pretty well an indictment for some 
offense, but I could think—and I am not a lawyer, Mr. O'Gara, and 
have no opinions in this—that a lawyer or doctor could suffer irrep- 
arable harm by being the victim of an indictment, right or wrong, 
whether or not he was convicted finally. Do you not draw a distinc- 
tion’ I mean, in our modern world—I am not thinking now of the 
moral thing—do you not consider that it is an extremely serious thing 
and would warrant in a brother lawyer’s mind an unusual considera- 
tion before he would take steps to bring about the indictment of a 
lawyer, unless, of course, he was certain of the man’s guilt, and dis- 
tinguish that from indictment of a man in the business of fishing or 
carpentry ? 

Mr. O'Gara. I think the hardship resulting to the fisherman or car- 
penter or any other individual is just as great. I think both the 
lawyer and the fisherman and the carpenter are entitled to equal 
consideration, and the most serious consideration that the United 
States attorney’s office can possibly give them. 

Chairman Kine. Of course. 

Mr. O'Gara. But I do not think that in all of the circumstances the 
report in respect to the Zamloch-Steffen matter required the length 
of time for its consideration that occurred, and I don’t think the grand 
jury believed so, either. 

Chairman Krne. I would agree that there should be no favors be- 
fore the law. I am thinking only of the effect in our modern society. 
I can think of some communities where a man might feel distinguished 
to circulate the information that he had been indicted sometime or 
other. I know people that were born and brought up in this country 
and who have lived a full life who do not know what an indictment 
means. But a doctor that has been indicted, a lawyer that has suf- 
fered indictment, [ feel is an altogether different matter in our modern 
society, and its effect and its harm to an individual from a prospector 
with a burro up in the mountain traveling from camp to camp, or a 
fisherman or someone in other lines. His suffering would continue 
or be more severe. But, aside from that, I was only thinking there 
probably could be a justifiable concern in the mind of any lawyer 
when he considered his duty was to work out and perhaps bring about 
the indictment of a lawyer, which could probably terminate his career 
right then. How much delay should be entailed in his consideration 
and his worry about it, I am not apt to be a good judge. But now 
again, Mr. O'Gara, we have had testimony before this committee that 
was not surprising testimony, where delays were justified in the De- 
partment of Justice that had gone on for 7 and 8 years in one tax- 
payer’s case. 
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I became first interested in the operation of the Bureau of Internal 
Revenue upon coming on a case that had not been closed at the end 
of 8 years, and a justifiable excuse was offered. Many people would 
have considered it justifiable in the light of the war, the shortage of 
personnel, the extreme shortage of competent personnel in practically 
all departments of the local, State, and National Governments, which 
has made it almost impossible to keep up with any degree of proper 
handling and disposition of cases. That has been our experien 
When alarm or concern is ev ides a when a delay of months takes place, 
when we have delays of years brought before our committee for which 
justification of some sort is offered, I consequently am concerned. My 
mind is open. I am the last one in the world to arrive at a conclusion 
and, many times when I do, somebody can change my mind. But 
these two instances it happens that I have had experience in delays. 
I hope not too many young men W ill be too much concerned about ch 
lays. It seems the whole Government is operating on delayed ope: 
tions, just delay, delay. And I think when you bore in, particul: als 
in Washington, you will find the workload handled by probably 50 
men when it is common knowledge that pe rhaps 100 men would not 
be too many to handle the same load. 

That is all. 

Mr. Kroen. I share those views, Mr. Chairman. 

Mr. Byrnes. May I ask this, so we may get the record completely 
straight: What finally did happen as far as Mr. Zamloch was con- 
cerned ¢ 

Mr. O'Gara. He was convicted. 

Mr. Byrnes. Before a jury? 

Mr. O'Gara. Yes. 

Mr. Krogu. When? 

Mr. O'Gara. I think the conviction date was August 51. 

Mr. Krogu. He was convicted in August, you say‘ 

Mr. O'Gara. That is my recollection. 

Mr. DeWrnp. And that was the aftermath of a case that tern 
nated late in December of 1949? 

Mr. O'Gara. I believe so. 

I wasn’t acquainted with the case. 

Mr. DeWinp. So that the investigation was made, the indictment 
was returned, the trial was had, and the conviction obtained in the 
first 8 months of 1950? 

Mr. O'Gara. I think so. 

Mr. DeWinp. That was the first 8 months that you were in office ; 
was it not‘ 

Mr. O'Gara. Yes. 

Mr. DeWinp. And you thought that was an undue delay? 

Mr. O'Gara. As I have stated previously to counsel, Mr. Keogh, 
at the time I didn’t count it as unusual. I thought it was a long time 
in the decision process, despite the fact that the report was not sup 
plemented. There was no additional evidence when the decision was 
finally made. We had had a full discussion of the factors that were 
controlling. 

Mr. DeWinp. Mr. O'Gara, is it not true that the two defendants in 
that case, Benevedes and Steffen, had a wide reputation as racketeers ‘ 

Mr. O'Gara. I don’t know what their reputation as racketeers was. 
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Mr. DeWinp. You did not learn anything about that in your work 
on the case / 

Mr. O'Gara. I learned that they were in the narcotics racket, but 
I didn’t know what their reputation was. 

Mr. DeWrnp. Mr. Zamloch had been Mr. Steffen’s lawyer; is that 
not right? 

Mr. O'Gara. I believe so. 

Mr. DeWinp. Mr. Zamloch had no reputation as a racketeer; he 
had a reputation as a lawyer. Is that right ¢ 

Mr. O'Gara. I didn’t consider his reputation. 

Mr. DeWinp. Was there any question as to the admissibility of 
evidence against Zamloch ¢ 

Mr. O'Gara. There were many questions at the time, of course, 

Mr. DeWinp. Was there any serious legal issue as to the admissi 
bility of import: int testimony against Zamloch, where there was no 
question as against Benevedes and Steffen ? 

Mr. O'Gara. I suppose you are referring to the matter of the 
recordings. 

Mr. DeWrnpv. How about that matter? 

Mr. O'GarA. There was a question about that. 

Mr. DeWInp. Was that a key piece of evidence in the trial of 
Benevedes and Steffen ? 

Mr. O’GarRA. It might have been. We received the recording earlier, 
and Mr. Karesh indicated that because he had prey ously been a rabbi 
he could never read the matter of the recording. It contained 
many obscenities that he felt he could never do it, and he asked me 
that was supposedly one of the principal reasons he wanted me in the 
case—to read the recording. He knew that the recording was going 
to go into the case, knew that we were roing to offer it, and I think 
we did get it in. 

Mr. DeWinv. Was there any serious question that you discussed 
concel ning the admissibility ot evidence against Zamloch which did 
not apply to the other defendants ¢ 

Mr. O'Gara. There was. 

Mr. DeWinp. That was a question as to whether it could be used 
against him / 

Mr. O'Gara. Yes: I think that was the matter. 

Mr. DeWinp. Then there were grounds on which lawyers could 
differ, as to whether the Zamloch case was a case that could be made 
to stand up; is that right ? 

Mr. O'Gara. The question was in initial stages—the only matter 
that I refer to as involving delay was the matter of getting the case 
out of the grand jury, getting it fully presented and indictment re 
turned. Once the case commenced in court there was no delaying, 
no problem. And considerations that seemed to weigh heaviest with 
Mr. Karesh before the indictment was returned, did not involve, as 
I recall, the matter of the recordings. That was a long way off. 

Mr. DeWinp. That issue had not come up prior to the bringing of 
the indictment ? 

Mr. O'Gara. We regarded it as a problem. I briefed the point and 
prepared a memorandum, and was convinced that we could do it. 


We did it. 
91550—52—pt. 3——_20 
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Mr. DeWinp. Now, are you suggesting in retrospect that you be- 
lieve Mr. Karesh was motivated by improper motives ¢ 

Mr. O'Gara. No. I have no suggestion about Mr. Karesh’s motives. 
I have never considered his motives. 

I don’t believe for a minute that I had any question about his mo- 
tives, and I don’t propose to suggest any questions about his motives, 
or the motives of anyone in the United States attorney’s office. 

[ will describe to you the events that took place and the facts that 
occurred, as I knew them. 

The fact was that there was considerable delay after the grand 
jury had indicated what it wanted done in the case, and after it had 
heard evidence against Mr. Steffen and Mr. Benevedes and had not 
obtained the presentation of the indictment against Mr. Zamloch. 

Mr. DeWinp. I am glad to get the record straight on that, because 
I understood you to say—and correct me if | am wrong—that this was 
a matter that had contributed to your loss of confidence in the office 
and your feeling that this particular investigation might be torpedoed. 

Mr. O’Gara. I can have a loss of confidence without questioning the 
motives, and loss of confidence can depend on a great number of 
things besides improper motives. 

I am not going to tell this committee or anyone else that I am 
questioning the motives of the United States attorney’s office, be- 
cause I have never asked or inquired into motivation in any of these 
things. 

Mr. DeWrnp. All right. 

For the time being, then, let us go to the third case that you said 
contributed to your loss of confidence. 

Mr. Krocu. Before you go into the third case, may I interrupt, Mr. 
DeWind, to say that while you mentioned this last one as one of the 
cases that contributed to your loss of confidence, you had no question 
with respect to the motives of anyone connected with the case as far 
as the United States attorney’s office is concerned. 

Mr. O'Gara. No, I didn’t question motives. I didn’t consider mo- 
tives subject to question in that matter at all. I observed the fact of 
the delay, and that is all. 

Mr. Byrnes. You observed—excuse me. 

Mr. Keoeu. I did not hear whether he was finished or not. 

I assume that your question indicates that he has, so I will yield to 
you. 

Mr. Byrnes. Go ahead. 

Mr. DeWinpv. Now, what of the third case, the Davis case? 

Mr. O'Gara. In the Davis case—the Zamloch case had been con- 
cluded in August, as I say, and Mr. Karesh came to me and said, 
“Charlie, Judge Goodman has told me that the Davis case has to be 
prosecuted just as vigorously as the Zamloch case was.” 

And I said, “Fine, Joe, that looks like a good case for you.” 

He said, “Oh, I can’t do that. I can’t work with Mr. Bonsall.” 

Mr. Bonsall had the regular immigration and naturalization 
assignment. 

And I said I was too busy at that time. I had commenced assistance 
for the Seward grand jury in connection with its investigation of 
the Zamloch aftermath, and I told Joe that I felt that I had my hands 
full with that case, and with the other cases that were coming in from 
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the Treasury Department, and general matters arising from day to 
day. 

And Mr. Karesh said, “Well, someone has got to help Ed. Ed’s 
workload is heavy.” 

We all knew that Mr. Bonsall then, as now, had a very heavy 
workload and would necessarily need assistance in the trial, and there 
was a period of discussion. The Davis case indictment was returned 
in July, 1 think July 3, and the case commenced. 

Mr. Keocu. What year? 

Mr. O'Gara. 1950. 

The trial commenced in December 1950. 

Mr. Karesh finally said that he couldn’t possibly try the case with 
Mr. Bonsall, without any explanation except that he felt he could 
not work with Mr. Bonsall. 

It then developed that Mr. Bonsall asked me about assistance, and 
I said that I would be happy to assist him if Mr. Hennessy assigned 
me to the case. 

Mr. Hennessy assigned me to the case, I think, in November of 
1950, and I commenced work on the case. 

I found at the outset that the case was a case which had arisen in 
transactions between Davis, an attorney, and certain Chinese in con- 
nection with fraudulent birth certificates. 

The files showed that the matter had first come to the attention of 
the Immigration and Naturalization sometime, I believe, in 1948, 
and that a report had been submitted to the United States attorney’s 
office in connection with the prosecution of some of the Chinese, and 
with the recommendation for the prosecution of Davis, a considerable 
period of time before the indictment was returned in July 1950. 

The files showed that the case was resurrected, so to speak, in July 
1950 as a result of a letter from the Immigration and Naturalization 
to the effect that the statute of limitations was running out on some 
of the charged offenses. 

Mr. Byrnes. When was this first sent over there by the Immi- 
gration Service ? 

Mr. O’Gara. I don’t know. The file would show that, of course. 

The immigration and naturalization assignment was Mr. Bonsall’s 
and I do know that some of the collateral cases involving Davis with 
Chinese fraudulent birth certificates went back, I believe, as far as 
1948, and from 1948 forward to 1950. 

The matter was under consideration, as I understand it—— 

Mr. Byrnes. Were some of them in fact permitted to be outlawed ? 

Mr. O'Gara. The legal result of the trial was that the court de- 
cided that the statute of limitations did outlaw some of them. But 
when the matter was presented to the grand jury I know that it was 
the belief of the United States attorney’s office that the statute of lim- 
itations had not yet run. 

Mr. Byrnes. The file revealed that there was a considerable delay 
between the time the Immigration Service sent the information over 
to the United States attorney’s office and the time that the case was 
so-called, as you put it, “resurrected”, in July 1950? 

Mr. O'Gara. Yes. I don’t know exactly what the period of time 


was. 
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Mr. DeWinp. Mr. Byrnes, I have a copy of a letter dated June 9, 
1950, to United States Attorney Frank J. Hennessy, from Bruce 
Barber, District Director, San Francisco district, Immigration and 
Naturalization Bureau, which sets forth the time when these cases 
were first referred, and the statute of limitations dates, which I think 
will put in the record the information you are asking for. 

Mr. Byrnes. Can you just summarize the information here so we 
can get a picture of what it 1s, and then put the balance in the record ? 

Mr. DeWrnp. It is a little difficult to summarize, Mr. Byrnes. 

Mr. Byrnes. What is the date of the letter ¢ 

Mr. DeWrno. It refers to a letter of September 12, 1949. 

This letter is dated June 9, 1950, and draws attention to the fact 
that the statute of limitations has run on some cases. 

Mr. Krocu. What was the outcome of that Davis indictment, Mr. 
O'Gara ? 

Mr. O’Gara. The Chinese defendant was convicted, and Mr. Davis 
was acquitted. 

Mr. Byrnes. Were there other letters in the interim between Sep- 
tember 12, 1949, and June 1950? 

Mr. DeWrnp. There was a letter on January 20, 1950, to Mr. Hen 
nessy, from Mr. Kingsbury, the district adjudication officer. 

Mr. Chairman, can these two letters be made a part of the record 
here ? 

Chairman Kine. If there is no objection, it will be so ordered. 

(The letters referred to are as follows:) 

APPRAISERS BUILDING, 
January 20, 1950 
Re possible prosecution of George T. Davis, Lee Gim Keong, Wong Ngow, John 
F. Burns, et al 
Hon. FraAnK J. HENNESSY, 
United States Attorney, United States Post Office Building, Seventh and 
Vission Streets, San Francisco, Calif. 

Dear Sin: Reference is made to our letter addressed to you under date of 
September 12, 1949, in connection with possible prosecution of the above named 
persons and others. A review of our report shows that the statute of limita 
tions on what appears to be the last violation in the case of each of the Chinese 
involved apparently expires on the dates shown below : 


SUBJECTS NOT LOCATED 


| 


Name Last action Date 
Jin Wong... Passport application... Mar. 13, 1947 
Fong You! do May 7, 1947 
Huey Quong Dick Birth certificate application May 14, 1947 
Lew Loy Passport application... May 15, 1047 
George Chan do June 2, 1047 
Wong Yuen Birth certificate application June 13, 1947 
Wong Duey Passport application. .. July 18, 1947 
Harry Wong do July 25, 1947 
Wong Suey Gin do Sept. 2, 1947 
Fong Wo do Sept. 29, 1947 
SUBJECTS LOCATED AND CONFESSED 
Huie Tai Way. -. Birth certificate application . | Feb. 11, 1947 
Huie Quock Young Passport application . Apr. 24, 1947 
Lew Tai do | Apr. 28, 1947 
Fong Ong Jung do May 20, 1947 
Wu Taam do... May 29, 1947 
Wong Sing Wan do ; . July 18, 1947 


Woo Chew Dip do. Aug. 28, 1947 
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This information is furnished you at this time in view of the fact that the 
statute appears to run on the oldest case in this group on February 11, 1950. 
Very truly yours, 
Cuas. H. KInessury, 
District Adjudications Officer, San Francisco District. 
LEG :mia 


JUNE 9, 1950. 
Re possible prosecution of George T. Davis, Lee Gim Keong, Wong Ngow, John 
F. Burns, et al. 
Hon. FRANK J. HENNESSY, 
United States Attorney, 
United States Post Office Building, 
Serenth and Mission Streets, San Francisco, Calif. 

Dear Sir: Reference is made to our letter addressed to you under the date of 
September 12, 1949, in connection with possible prosecution of the above-named 
persons and others. Reference is also made to our letter of January 20, 1950, giv- 
ing the date upon which the last indictable action occurred concerning each of 
the various persons named in the presentation. 

A perusal of our report above referred to shows the following: 


SUBJECTS NOT LOCATED 


Name Last action Date period ex- 
pires 
Jin Wong I t applicatio Mar. I 47 | Mar. 13, 1950 
Fong Youi io Ma 7, 1947 | May 50 
Huey Quong Dick Birt ste applica May 14,1947 | May 14, 1950 
Lew “ M ’ it lay ] i’ M 15 ) 
Geor Cha j June 4 J 9 0 
Wong Yu I ite appl j I 1947 | J 13, 1950 
Wor Due Pa t licat Ju Is, 1947 J 18, 1950 
Harry VW 1 M7 Ju - 1 
Won ‘ s 2, 194; se} e, 1WoU 
For \ 47 Sey 29,1 ) 
dl 
S ( LOCATED AND CONFESSED 

Huie Tai W ' Feb. 11,1947 | Feb, 11, 1950 
Huie Quock \ I | appl Ay 24, 1947 Ap 4, 1950 
Lew Ta Apr. 28,1947 | Apr. 28, 1950 
Fong O j May 20, 194 May 2 50 
Wu Taa May 29, 194 May 29 ou 
Wong S Wa ] 18.1947 | July 18, 1950 
\\ C} 1) 4 25, 104 Au S, 1950 

From the above you will note that the statute of limitations has now run on 
the first five of the cases involving subjects not located, and in all but two of the 


cases in which the subjects have been located and have confessed. Of the two 
cases remaining, in which confessions were secured, the only case in which we 
have positive evidence of alienage to prove the corpus is that of Wong Sing Wan, 
in whose case indictable period expires on July 18, 1950. His case is discussed 
in detail on pages 16 and 17 of our presentation, as well as in the individual 
letter addressed to you with respect to his case on September 8, 1949, 

We strongly urge that if you do not feel prosecution should be instituted against 
all of the persons named in the caption of this presentation, that we be at least 
authorized to proceed against Wong Sing Wan and Lee Gim Keong before July 18, 
1950. 

Very truly yours, 
Bruce G. Barer, 
District Director, 
San Francisco District: 
LEG :jk 
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Mr. Byrnes. What was the purport of the letter of January 20? 

Mr. DeWrnp. The letter of January 20 is quite brief. It says: 

Reference is made to our letter addressed to you under date of September 12, 
1949, in connection with possible prosecution of the above-named persons and 
others. A review of our report shows that the statute of limitations on what 
appears to be the last violation in the case of each of the Chinese involved 
apparently expires on the dates shown below. 

Then there follows a list of cases with a list of expiration dates. 

Mr. Byrnes. So they in fact wrote three times on the case and the 
other two times called their attention to the fact that they had better 
get some action or the statute of limitations would run ? 

Mr. DeWrnp. Yes. There are two follow-up letters. 

Mr. Kroon. You did not present those cases to the grand jury in 
this case, did you, Mr. O'Gara? 

Mr. O'Gara. No; I didn’t. Mr. Bonsall did, I believe. 

Mr. Kroon. Did you try the case? 

Mr. O'Gara. I assisted Mr. Bonsall in trying the case. 

Mr. DeWrnp. Mr. O’Gara, did this question of the statute of limita- 
tions involve whether during the war there had been a wartime sus- 
pension of the running of the statutes? 

Mr. O'Gara. Yes; it did. That is in respect to the matters which 
were included in the indictment; yes. 

Mr. Dr Winp. So that the matter which led the United States 
attorney’s office to believe that the statute was still open was a ques- 
tion of law arising out of the wartime suspension of the running of 
the statute; is that right ? 

Mr. O’Gara. Yes. 

Mr. DeWrnp. Was that question ever argued to the court? 

Mr. O'Gara. I believe it was. 

Mr. DeWinp. Are you sure that it was? 

Mr. O'Gara. Well, there were preliminary motions. The motions 
were made for the dismissal of certain counts of the indictment, and 
I believe argument was had then, and then during the course of the 
trial I think the motions to dismiss on that basis were denied, follow- 
ing argument, and then I believe there was later argument during the 
course of the trial, and points and authorities were submitted. I think 
there was argument. 

Mr. DeWrnp. There was argument on this question of whether or 
not the statute in fact remained open because of the wartime suspen- 
sion ? 

Mr. O’Gara. Yes; that is my impression. 

Mr. Bonsall handled that phase of the case. 

Mr. DeW rnp. On that point the court decided against the Govern- 
ment ! 

Mr. O’Gara. In respect to some parts of the indictment. 

Mr. Byrnes. You said that in July 1950 the case was resurrected. 
What do you mean by the word “resurrected” ? 

Mr. O’Gara. I think the best way to describe it is to tell what Mr. 
McMillan told me about the case. He told me, after Mr. Bonsall had 
commenced his presentation to the grand jury, in a conversation in 
July, that Ed Bonsall had opened up the Davis case again. 

e said: “That was brought before a grand jury and was buried 
long ago. I don’t know why he ever opened it up again. It has been 
started all over again. I just can’t understand it. 
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And I asked him what he meant, and he said, “Why, this thing was 
reviewed long ago before another grand jury, and they were satisfied. 
I just don’t see why Bonsall had to open the matter up again.” __ 

That was my information from Mr. McMillan. He didn’t explain 
it further. 

Mr. DeWinp. What was the outcome of the Davis trial ? 

Mr. O’Gara. Mr. Davis was acquitted. The Chinese codefendant 
was convicted. 

Mr. DeWrnp. Were you able to find who was responsible for the 
delay that seemed to be unwarranted in this matter ? 

Mr. O’Gara. In the Davis case? 

Mr. DeWrnp. Yes. 

Mr. O’Gara. No; I didn’t make any investigation. 

I got into the case to assist Mr. Bonsall, and I got right to work 
and started trial preparation. The important thing was the trial. 

Mr. DeWtinp. Who were the members of the United States attor- 
ney’s office that had any responsibility for that case? 

Mr. O’Gara. I wouldn’t know. That would be a case that was in 
their hands before I got there. 

Mr. DeWrnp. Well, from the time you were there. 

Mr. O’Gara. I just don’t know. Mr. Bonsall had the—— 

Mr. DeWrnp. Mr. Bonsall had the case? 

Mr. O’Gara. Mr. Bonsall had the immigration and naturalization 
assignment. 

Mr. DeWrnp. He handled this case with you; did he not? 

Mr. O'Gara. Yes; but on the other hand the Bridges case was an 
immigration and naturalization case, too, in a sense. 

Mr. DeWinp. Mr. Bonsall had this case, too, though ? 

Mr. O’Gara. Yes; but I want to make clear that I don’t know how 
the case was being handled in the interim that Mr. McMillan referred 
to. I don’t know who had it when it was first handled. 

Mr. DeWrnp. From the time you were appointed Mr. Bonsall had 
the case ? 

Mr. O’Gara. I was appointed in December 1949 and I didn’t hear of 
the case until July 1950 and I didn’t learn of the delay until Novem- 
ber 1950 when I prepared the case. 

Mr. DeWrnp. The delay in bringing these cases to indictment 
seemed to you to be unwarranted, did it ? 

Mr. O'Gara. Which cases? 

Mr. DeWrnp. The various Chinese cases that were part of the Davis 
case. 

Mr. O’Gara. Yes. 

Mr. DeWinp. It seemed to you to be unwarranted ? 

Mr. O'Gara. Yes. 

Mr. DeWrnp. That was a judgment you formed from your own 
examination of the case? 

Mr. O’Gara. From an examination of the files; that is right. 

I worked on the case both at San Francisco and in Sacramento at 
the bureau of vital statistics, where we found that records had been 
destroyed and the scent certainly had grown cold. 

Mr. DeWrnp. It was on the basis of these three cases, you say, that 
when the matter of the Doolan allegations came up you felt that any 
communication with Mr. Tramutolo might result in the whole matter 
being bogged down or torpedoed ¢ 
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Mr. O'Gara. It might. 

Mr. Byrnes. Are you through with the Davis case, Mr. DeWind? 

Mr. DeWinp. Yes, sir. 

Mr. Byrnes. Did you say the delay was the only factor, that the 
apparent delay that you discovered in the file was the only factor that 
made you question the handling? 

Mr. O'Gara. No; that was not the only factor. There was the 
matter of the preparation of the case as we went along, after I got 
into the case and found that there were certain matters that required 
exploration that had not been fully developed, apparently, in the 
course of the investigation by the agents. 

I brought those matters up with Mr. Bonsall. Mr. Bonsall and I 
discussed them, and Mr. Bonsall referred me to Mr. McMillan, and 
I discussed them with him. 

The upshot of those discussions was that we should secure further 
investigation by the grand jury, call certain persons before the grand 
jury, to see if we couldn't get additional information and evidence 
to prepare ourselves for the trial. 

And those matters were matters involving Davis’ office staff, his 
law associate, and his stenographer, on the Davis payroll, and there 
was the matter of the interpreter. 

We had authority from Washington to secure an interpreter as a 
special witness, at a special witness’ fees, and it was approved by the 
Department of Justice. And in his place Mr. Robert Park, a Chinese 
Interpreter, was used. The late Mr. Robert Park was placed on the 
case by Mr. Hennessy despite the fact that the State Department and 
the Lmmigration and Naturalization had adverse information on Mr. 
Park that indi ated that it would be pre ferable not to use him. 

Mr. Byrnes. There was information that Park would not be a 


very good interpreter to use as far as the Government was concerned ? 
Mr. O'Gara. In that kind of a case. He was satisfactory as an 
interpreter, but because of certain background material Mr. Hennessy 
Was informed of the State Department, who had investigated the 
case, and the Immigration and Naturalization, believed that he was 
10t a proper interpreter. 
Mr. Byrnes. Yet he was the person that was used by the Govern- 


ment ? 

Mr. O'Gara. Yes; he was. 

Mr. Byrnes. Were there any other factors in the case ? 

Mr. O'Gara. Those are the principal ones, as I recall. 

Mr. Byrnes. Was there something in this case about the inability 
to obtain certain records by reason of the fact that they had been 
dlestroyed ? 

Mr. O'Gara. The bureau of vital statistics at Sacramento main- 
tained permanent records of birth certificate applications and files 
of supporting papers, the correspondence in connection with each of 
the certificates. 

I went to Sacramento to examine the files before they were brought 
down to San Francisco, and I found that the original letters which 
supported the applications, or some of the applications, sent from Mr. 
Davis’ office on behalf of the Chinese, had been destroyed. 

Mr. Byrnes. By whom? 

Mr. O’Gara. It was never determined. They were destroyed in 
the course of the routine destruction program provided for by law, 





INTERNAL REVENUE INVESTIGATION 


but they were destroyed after the Immigration and Naturalization 
resident agent at Sacramento had indicated the Federal Govern- 
ment’s interest in these particular files. 

Mr. Byrnes. What excuse was given for destroying them? 

Mr. O'Gara. It was one of the items that could not be explained, 
but the delay in pursuing the case, 1 suppose, might be ascribed as 
the principal factor. The case just was not followed up with such 
attention that that kind of detail might be avoided. 

Mr. Byrnes. Did that have any bearing upon the trial of the case? 

Mr. O’Gara. In my opinion it had some bearing on it. It made it 
impossible, in connection with some applications, to show what the 
correspondence was from Mr. Davis’ office to Sacramento, and we 
did not have available the original documents in the case of other 
correspondence which had been photostated. 

We didn't have the originals, and we could not have handwriting 
analyses that we might otherwise have obtained. 

Mr. Byrnes. You mean the court refused to allow the handwriting 
analyses to be taken from photostats; is that it / 

Mr. O'Gara. We didn’t even attempt to do it. 

Mr. Byrnes. Did they permit you to use photostats as secondary 
evidence ? 

Mr. O'Gara. Yes: that was not forbidden. But the things that 
were not photostated, had never been photostated, and were totally 
unavailable, were the things that might have been of interest, and 
which would have made the files more complete for our presentation. 

Mr. Byrnes. Do I understand, then, that the case of the Govern 
ment was somewhat weakened by the fact that certain records could 
not be obtained which probably could have been obtained if the case 
had been pursued diligently in the first instance ¢ 

Mr. O’Gara. That was my opinion. 

Mr. Curtis. What is Davis’ full name? 

Mr. O'Gara. George T. Davis. 

Mr. Curtis. He is a San Francisco lawyer? 

Mr. O'Gara. He is a San Francisco lawyer. 

Mr. Curris. Did he handle considerable matters for the Chinese 
relating to immigration and like cases? 

Mr. O'Gara. I think the check at Sacramento showed that he was 
the attorney who handled both of these, if not most of the applications 
of that kind. 

Mr. Curtis. How many Chinese were convicted in this case? 

Mr. O'Gara. Mr. Davis was defendant in the case with one Chinese. 
and that Chinese was convicted; and I have lost track, in fact, didn’t 
even follow what became of the prosecutions of the other Chinese. I 
don’t know. 

Mr. DeWinp. Mr. O’Gara, was there another matter involved in 
this case of inability to get witnesses before the grand jury that you 
wanted to call? 

Mr. O'Gara. I referred to that earlier. That was in connection 
with Mr. Davis’ secretary, and also in connection with Mr. Davis’ law 
associate. 

Mr. DeWrxpv. Who denied you the right to bring these witnesses 
before the grand jury? 

Mr. O'Gara. I took the matter up first with Mr. Bonsall. He re- 
ferred me to Mr. Hennessy. Mr. Hennessy said, in connection with the 
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application to have the girl subpenaed, “We don’t do that, Charlie,” 
something to that effect. 

And later, when we had a confidential report from the Alameda 
County district attorney’s office regarding a law associate of Mr. 
Davis, a confidential report which indicated activities on the part 
of the associate that might have a very considerable bearing upon the 
Davis case, Mr. Hennessy again said, i in this instance, I think, “We 
don’t call lawyers before a grand jury.” 

Mr. DeWrnv. Mr. Hennessy said “We don’t call lawyers before 
grand juries” ? 

Mr. O'Gara. Yes. I might add that when this point came up I 
recall that after the Zamloch case had not been set for trial, but 
after the indictment had been returned, in reviewing that case for 
preparation, we came across evidence that certain lawyers connected 
with Zamloch and members of his firm might possibly have informa- 
tion of great value to the prosecution of the case. I discussed the pos- 
sibility ‘ofc alling the see awyers in question be fore the Seward grand 
jury with Mr. Karesh, and Mr. Karesh said, “Fine, get subpena: is for 
them,” and the subpenas were secured, and the law) yers did appear 
and their testimony was valuable during the course of the trial. After 
that event, Mr. Karesh advised me that the rule in the United States 
attorney's office was that you did not call lawyers before the grand 
jury. I could not understand what such a rule was until the Davis 
case came up and again the question arose, and I went to Mr. Bonsall 
and told him I had been informed by Mr. Karesh of this so-called rule, 
and Mr. Bonsall said, “You better check with Mr. Hennessy, I will not 
decide in view of the rule.” 

Mr. DeW inp. What reason did Mr. Hennessy give you when he re- 
fused to call these witnesses ? 

Mr. O'Gara. None. He just stated it broadly, as a matter of prac- 
tice, 1 suppose “We don’t do that.” 

Mr. DeWtinpb. Do not do what? 

Mr. O'Gara. Call these witnesses before the grand jury? 

Mr. DeWrnp. Call what witnesses ? 

Mr. O'Gara. The two witnesses I was interested in. One was the 
law secretary and one was the law associate of Mr. Bonsall. 

Mr. DeWInp. Were they witnesses for the defense ? 

Mr. O'Gara. No; they were subpenaed by the Government. 

Mr. DeW rnp. To appear before the grand jury ? 

Mr. O'Gara. No, they were also subpenaed for the trial. 

Mr. DeW inp. Why were these witnesses different from other wit- 
nesses ¢ 

Mr. O’Gara. He didn’t explain that. 

Mr. DeWinp. Are you sure they were not witnesses for the defense ? 

Mr. O'Gara. No, we called them. We had called both of them. 
I believe they were under subpena when the question came up. The 
question arose because the agent, who had gone to see the witnesses in 
preparation for the trial as you-would any witness, found the witnesses 
were unwilling to talk. 

Mr. DeWinp. Did Mr. Hennessy characterize this as a fishing ex- 
pedition into witnesses for the defense ? 

Mr. O'Gara. No, he did not, not in my presence. That never came 


up. 
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Mr. DeWinp. And you do not think these were listed as defense 
witnesses for the defendants ? 

Mr. O’Gara. Not at the time that happened. If they were later, 
they may have been, but they certainly were not at that time. 

Mr. DeWrnp. If these people had been listed as witnesses for the 
defense, that the defense had already called, would that provide a 
reason why they should not be called by the grand jury and in- 
terrogated / 

Mr. O'Gara. That might be a factor, but that was not raised by 
Mr. Hennessy. I had no knowledge of it. 

Mr. DeWrnp. If that were the fact, Mr. Hennessy would have had 
a good reason, would he ? 

“Mr. O'Gara. He did not tell me that. Of course, if that were the 
fact, why, I would understand. 

Chairman King. May I interrupt a moment? There are two 
items which I want cleared for my own satisfaction. This interpreter 
that seemed to not be fitted for the job, he did not act, did he, Mr. 
O'Gara? 

Mr. O'Gara. Yes, he served. 

Chairman Kine. At the conclusion of the trial, was it indicated in 
any way that he did not act in good fashion as an interpreter ? 

Mr. O’Gara. During the course of the trial that came up. The 
Immigration and Naturalization had two interpreters present in 
court, and they advised Government counsel that our interpreter, the 
man in question, had not interpreted correctly in certain responses, 
and at that point the court recessed, and we were required nevertheless 
to continue. We made an offer to substitute interpreters, and the 
court would not permit that. 

Chairman Kine. One other thing. I noticed Mr. Byrnes referring 
to the documents in the Bureau of Vital Statistics, and referred to 
them as having been missing, and I thought someone previous to 
that had said they had been destroyed. Were they destroyed ? 

Mr. O'Gara. Some of them were destroyed. When the investiga- 
tion first started, the Immigration and Naturalization went to Sac- 
ramento and they secured from the complete files all of the case files 
relating to Chinese handling by Mr. Davis and other attorneys. ‘They 
were segregated and a portion of them were photostated and others 
were not photostated. Some time after the photostating, the originals 
which had been photostated, as well as the originals which had not 
been photostated, of correspondence were destroyed. 

Mr. Curtis. Who, if you know, insisted upon this interpreter to 
whom objection had been raised ? 

Mr. O'Gara. I believe the defense counsel. When I secured au- 
thority from Washington to have designated as interpreter the expert 
specialist, I informed the defense of his name, together with other 
interpreters that they might agree with us and select, and omitted 
from that list the name of Robert Park; the defense attorney then 
informed me that no one was acceptable except Robert Park. I then 
spoke to Mr. Hennessy and told him the reason why we did not want 
to use Mr. Park, and Mr. Hennessy said, “We will use Mr. Park.” 

Mr. Curtis. What had been the practice in cases of that kind? 
Was it always handled by agreement, or does the court designate? 

Mr. O’Gara. I think the usual practice is for the attorneys on Gov- 
ernment and defense to get together on a list and either submit one 
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name acceptable to both, or several, and have the court designate the 
selection. 

Mr. Curtis. That is all, Mr. Chairman. 

Mr. Keocu. Mr. O'Gara, when you were appointed to the United 
States attorney’s office on December 9, 1949, was that the result of a 
civil service examination you had taken ? 

Mr. O'Gara. No, that was a political appointment. 

Mr. Keoeu. It was a political appointment ? 

Mr. O'Gara. Yes. 

Mr. Keocu. From the time you were admitted to the bar on Decem 
ber 5 of 1947, until you were appointed as assistant United States at 
torney, in your capacity as assistant regional counsel of Tidewater 
Associates, how many times had you appeared in the United States 
district court in a criminal case ? 

Mr. O'Gara. Oh, I had not appeared in a criminal case at all. 

Mr. Krocgu. Pardon me? 

Mr. O'Gara. I had not ever. 

Mr. Keocu. Mr. Doolan testified that you first received his so- 
called bill of particulars on April 2% of 1951. You testified that you 
had conversations with Mr. Doolan on the collector’s office from Janu- 
ary 1951. What did you discuss with Mr. Doolan between those 
dates, and how many times did you have those discussions ¢ 

Mr. O'Gara. I cannot recall the details of the discussion, nor the 
number of times they occurred, but in general they were discussions 
that related to the Kefauver committee activities, and the handling 
of the case that Mr. Doolan was particularly interested in, and I was 
interested in, too. 

Mr. Krocu. In general would you say the discussions were on the 
items that were contained in Mr. Doolan’s bill ? 

Mr. O'Gara. No, they were not. There were no discussions of such 
a specific nature at all. 

Mr. Keoeu. When Mr. Doolan handed you the bill of particulars on 
April 25 of 1951, did he tell you that they were allegations, the truth or 
falsity of which he was not certain ¢ 

Mr. O’Gara. He made plain to me that these were items of rumor 
and common knowledge in the Internal Revenue. He did not vouch for 
them and he indicated to me that in his opinion they were matters that 
required investigation. 

Mr. Krogu. What was the date that you had Mr. Doolan and Mr. 
Hirschman, a member of the Taylor grand jury, out to your house for 
a drink? 

Mr- O'Gara. I don’t remember having Mr. Hirschman in my house 
fora drink at any time. I don’t think—— 

Mr. Keoeu. Did you have him out at your house ? 

Mr. O’Gara. He was there. 

Mr. Keocu. What date was he there when Mr. Doolan was there? 

Mr. O'Gara. I am not certain whether it was May 23 or Junel. I 
am not certain of the date, except that I place the date as an evening 
after the events of May 16. I think it was the week afterward at the 
earliest, and it could have been slightly later. 

Mr. Kreocu. What did you discuss with Mr. Hirschman and Mr. 
Doolan on the night of May 23 or whenever it was? 

Mr. O’Gara. Mr. Hirschman had called me and asked me if he 
might come over and talk about things that he was interested in. I 
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said certainly, I would be happy to see him any time, and he came 
over. As I recall, it was the second time he came to the house. He 
came to the hour earlier with other grand jurors and discussed grand 
jury powers and the legal position of the grand jury. The occasion 
of this visit, on the 23d or later, I am not certain of that date, was on 
the occasion which Mr. Hirschman wanted to find out just what he 
could do to assist the investigation which the Taylor grand jury was 
embarking on. 

Mr. Keocu. You were not then the legal adviser of the Taylor 
grand jury, were you / 

Mr. O'Gara. No: but I was assistant United States attorney. 

Mr. Keocu. How many other members of the Taylor grand jury 
visited you at your house ? 

Mr. O'Gara. Prior to that time, on May 20 I think there were— 

Mr. Keoeu. At any time, Mr. O'Gara. 

Mr. O°Gara. I am trying to recall the first time. The first time was 
on May 20. May 20 was right after Wild Wednesday. That was 
the Sunday f following Wild Wednesd: ay. On that occasion I think 
there were, oh, four of five members; I forget. The FBI has investi- 
gated all of that. lam sure the report will facilitate your discovery 
of everything you want. 

Mr. Keogu. You do not mind if I take your time to ask you one or 
two questions ¢ 

Mr. O'Gara. No. I can stay here just as long as you, Mr. Keogh. 

Mr. Kreoou. When was the next occasion when any members of the 
Taylor grand jury visited at your home ? 

Mr. O’Gara. There was only one other occasion besides the two 
that I have just referred to, May 20, May 23. I think it was about 
June 21, but I am not clear on those dates. I did not attach any 
importance to the dates or the sequence of the meetings. 

Mr. Krocu. How many of them were there ? 

Mr. O'Gara. Two or three or four; I am not sure. 

Mr. Keocu. Different from those who were there on the previous 
occasion ¢ 

Mr. Mr. O'Gara. No,no. I think there were a few there. 

Mr. Krocu. Is it usual for members of a pending grand jury to 
seek out an assistant United States attorney who is not its, the grand 
jury’s, legal adviser ? 

Mr. O'Gara. I wouldn’t—— 

Mr. Krocu. That question can be answered by “ves” or “no.” Mr. 
O'Gara. Is it usual for members of a grand jury to visit at the 
home of an assistant United States attorney who is not appearing 
before that grand jury to discuss matters that might be before it? 

Mr. O'Gara. Yes: 1n this district, Mr. Keogh. 

Mr. Keogu. In this district ¢ 

Mr. O'Gara. Apparently so; it has happened. 

Mr. Keoeu. In this district in the home of at least one assistant 
United States attorney; is that correct ? 

Mr. O'Gara. Certainly. I have no hesitancy at all about talking 
about those matters. And I am hi: appy to go into any details. 

Mr. Kroeu. Excuse me. Is it usual in this or any other district 
for an assistant United States attorney to present privately to the 
foreman of a grand jury prospective witnesses appearing before that 
grand jury ¢ 
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Mr. O'Gara. I don’t know. 

Mr. Krocu. That is a simple question to a good lawyer and can be 
answered with a “yes” or “no.” 

Mr. O'Gara. I don’t know. I will have to interview all the others 
and find out what they say. 

Mr. Kerocu. In your experience as assistant United States attorney, 
have you heard of any other instances of that ? 

Mr. O’Gara. Oh, Mr. Goldstein and Mr. Hirschman are reported to 
have met on several occasions. I don’t know what they discussed. 

Mr. Kroeu. But you do know what you discussed, do you not ? 

Mr. O’Gara. I certainly do, and I would be happy to tell you. Do 
you wish to hear about that ¢ 

Mr. Kroon. On the night of May 10 of 1951, Mr. Doolan so testified 
that he was your dinner guest. 

Mr. O'Gara. Yes. 

Mr. Keocu. Had he been your dinner guest on any occasions before 
that ? 

Mr. O’Gara. Many, many times. 

Mr. Krocu. How many would you say ? 

Mr. O'Gara. Well, Lhave noidea. I have reason to—— 

Mr. Krocu. Over how longa period of time did that occur ? 

Mr. O’Gara. I met Mr. Doolan in May 1950, I believe, and I suppose 
we saw him at the house at some time after, commencing sometime 
after May 1950. He took a very decided interest in a dog we had. He 
was going to take the dog to classes and he came frequently. 

Mr. Kroc. So he was a visitor in your home on many occasions in 
the year from May 1950 to May 1951? 

Mr. O’Gara. As I recall, yes. 

Mr. Krocu. In connection with the so-called bill of particulars of 
Mr. Doolan, you indicated that you also had an opportunity to study 
the so-called chain of command, did you not ? 

Mr. O’Gara. I don’t think I had an opportunity to study it par- 
ticularly. 

Mr. Keocu. Did you not have an opportunity to read it ? 

Mr. O’Gara. I don’t know whether I even bothered to read it. 

Mr. Kroeu. Are you familiar with its contents ? 

Mr. O’Gara. Only very, very generally. 

Mr. Krocu. It touched upon Internal Revenue matters, did it not? 

Mr. O'Gara. Yes, it did. 

Mr. Keocu. And you were the legal adviser to the Seward grand 
jury, were you not ? 

Mr. O'Gara. Yes. 

Mr. Krocu. And you considered that your instructions with respect 
to that grand jury was to go into all matters pending before the 
gr and jury ? 

Mr. O’Gara. That is correct. 

Mr. Keocu. And under your interpretation of those instructions, 
you took jurisdiction over Internal Revenue affairs, did you not? 

Mr. O'Gara. I didn’t take jurisdiction. It was there. 

Mr. Kroon. You exercised jurisdiction, did you not ? 

Mr. O’Gara. Yes, I did. 

Mr. Keocu. But you thought that chain of command not important 
enough to read, study, or comprehend ¢ 
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Mr. O’Gara. It was like the others, an item for investigation. 

Mr. Keocu. I am sorry. I cannot hear you, and if you have any 
trouble hearing me, please tell me, will you! ; 

Mr. O'Gara. I cert: iinly shall. Do you hear me now? Do you? 

Mr. Krocu. Better. 

Mr. O'Gara. Fine. Yes, it was another item for investigation and 
I think that the stenographic record of the presentation made at the 
Taylor grand jury will show the matters referred to. I don’t recall 
exactly. 

Mr. Kroc. Now, you have lapsed back to your croon. You can 
keep your voice up, can you not ? 

Mr. O’Gara. Certainly. I will do anything you like me to do. 

Mr. Kroc. At the moment all I would like you to do is to keep 
your voice up. Have you finished ¢ 

Mr. O'Gara. Yes. 

Mr. Krocu. Would you read the answer, please ? 

(Answer read by the re porter. ) 

Mr. Kroon. Did you have any familiarity at all with Mr. Doolan’s 
paper entitled “The Chain of Command” ¢ 

Mr. O'Gara. Just very generally. We had a discussion. 

Mr. Krogu. What was that discussion ¢ 

Mr. O'Gara. We just discussed that there was a chain of command 
in the Internal Revenue Bureau whereby the duly constituted heads 
of principal departments were circumvented. 

Mr. Krocu. And you were not in agreement with that practice, 
were you? 

Mr. O'Gara. The practice whereby the duly constituted heads were 
circumvented ? 

Mr. Keoeu. That is right. - 

Mr. O'Gara. No, I didn’t agree with that. I didn’t know whether 
that was a fact, however. 

Mr. Krocu. You did not know whether it was a fact? 

Mr. O'Gara. No, I did not. I did not know whether any of these 
things were fact. 

Mr. Krogu. How many assistant United States attorneys are there 
in San Francisco? 

Mr. O'Gara. I think there are 10 or 11, perhaps 12. 

Mr. Krocu. Was not it some jury other than the Seward jury that 
brought in the indictments against Purcell and Kopp and Siegal and 
Steffen ? 

Mr. O'Gara. Yes, those were returned by the Snapp jury, I think. 
That is the January 1951 jury, or the November 1951 jury. The in- 
dictments were returned in January. 

Mr. Keocu. January of 1951? 

Mr. O'Gara. No, pardon me. Yes, that is right. The term was 
November 1950. 

Mr. Keocu. That was therefore not a matter pending before the 
Seward grand jury on the date of its extension, was it? 

Mr. O'Gara. Which was not a matter pending before the Seward 
jury? 

Mr. Keocu. The subject matter of the indictments against the 
individuals I have mentioned ? 

Mr. O'Gara. It certainly was, inasmuch as the evidence relating 
to those offenses was part of the presentation in October 1950. 
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Mr. Keoen. Do I understand you to say, therefore, that when an 
indictment has been returned the subject matter of that indictment 
remains before the grand jury ¢ 

Mr. O'Gara. No, I said the subject matter was known to the jury 
and in its possession. The evidence that was presented to the Snapp 
jury had, in other words, also been presented to the Seward jury in 
part and the Seward jury was aware— 

Mr. Keogn. Was not that due to the fact that the Seward grand 
jury was taking jurisdiction over everything? 

Mr. O’Gara. No, it wasn’t. It was just a matter of overlapping, 
that is all. 

Mr. Kerocu. That is one of the reasons for the 4 months regular 
term of a grand jury, is it not, to prevent overlapping? 

Mr. O'Gara. Well, I do not know whether that is one of the reasons 
or not. 

Mr. Krogu. You have not had time since you have been assistant 
district attorney to inquire as to why your regular grand jury session 
is 4 months, have you? 

Mr. O'Gara. I have had a great deal of time to research that very 
carefully, and I understand the reason is to distribute the burden of 
grand jury duty among as many people as possible, and to make the 
term of the jury as convenient as possible consistent with efficiency. 

Mr. Keroeu. And to make the term long enough so that the grand 
jury might reasonably finish its work within its regular term ¢ 

Mr. O'Gara. The grand jury in this distriet-—— 

Mr. Krocu. Is that not another reason for the 4-month term? 

Mr. O'Gara. That would be one of the factors, but the 4-month term 


Is superseded by the Federal criminal rules which provide that a 
Federal grand jury shall not have a term longer than 18 months. In 
other words, the effect of the ruling, as I understand it, is that a erand 
jury is constituted upon its being sworn in for mn » longer than 18 


months or until discharged. 

Mr. Keocu. Let me try to understand what you understand. The 
Seward grand jury had before it the matter of the Zamloch aftermath ¢ 

Mr. O'Gara. That is correct. 

Mr. Keocnu. And one of the phases of that was a possible conspiracy 
to evade payment of taxes 

Mr. O'Gara. Yes. 

Mr. Kerocu. And do I understand correctly that you coneluded from 
that that the Seward grand jury therefore had jurisdiction over all 
matters thereafter arising affecting internal revenue / 

Mr. O'Gara. No: I don’t conclude that at all. 

Mr. Krocu. Then would you be good enough to enlighten me, as I 
am sure you can, as to how you think the Seward grand jury under its 
order of extension had jurisdiction over a matter affecting Internal 
Revenue Bureau personnel ¢ 

Mr. O'Gara. A Federal grand jury, as I understand it—— 

Mr. Krocu. I am not talking of a Federal grand jury. I am talk- 
ing about the Seward grand jury. 

Mr. O'Gara. All right. The Seward jury as a Federal grand j jury 
had inherent power to investigate any Federal offense that came to its 
attention. 
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Mr. Kroon. Excuse me. It perfectly obvious to me that your sen- 
tence structure is intended to do indirectly what I have asked you not 
to do, but continue your answer. 

Mr. O'Gara. I am sure you would not prohibit the truth, Mr. Keogh. 

Mr. Keocu. I certainly would not, not even if you could tell it, Mr. 
O'Gara. 

Mr. O'Gara. A Federal grand jury, such as the Seward, has inherent 
power to investigate any matter that comes before it in the course of 
its business. The Internal Revenue matters came to the Seward grand 
jury’s attention first through Mr. Seward’s conversation with Mr. 
Hennessy, which occurred in September, October, or September, 1950, 
and, secondly, through myself following my conversations with Mr. 
Doolan. 

Mr. Byrnes. Is the gentleman from New York suggesting that all 
the jury should have looked into was the situation as it developed 
among the personnel of the collector’s office here in San Francisco? 

Mr. Keocu. No; of course not. 

Mr. Byrnes. Are you suggesting that nobody should have submit- 
ted it to any of the grand juries? 

Mr. Krocu. Not at all. Have I made my point so obscure that even 
my friend from Wisconsin misses it ? 

Mr. Byrnes. I was having difficulty. 

Mr. Curtis. You have a point; do you? 

Mr. Kroon. You stay with me and I will try to develop it. 

You sought to present to the Seward grand jury on May 11 of 1951 
the matters contained substantially in Mr. Doolan’s bill of particulars ; 
did you not ¢ 

Mr. O'Gara. Yes. 

Mr. Keoeu. And you sought to do the same thing before the Taylor 
grand jury on May 16 of 1951; did you not ¢ 

Mr. O'Gara. Yes. 

Mr. Krocu. Now, knowing, as you did, that Mr. Doolan indicated 
to you that they were allegations, the truth or falsity of which he 
did not know, would you be good enough to tell me what as a good 
lawyer, and therefore a good investigator, you did in the interim to 
ascertain the truth or falsity of those allegations ¢ 

Mr. O'Gara. The material first presented by Mr. Doolan and, as you 
say, substantially embodied in the so-called bill of particulars, was 
material presented as a list of items for investigation by the grand 
jury. The investigation that was contemplated and which I believe 
was legally necessary was a grand-jury investigation. I, as an indi- 
vidual and as an assistant United States attorney, could not endeavor 
to make an investigation individually of the matters involved. 

Mr. Kroeu. I thought you mentioned earlier in the day that good 
lawyers can always make investigations. Are you now telling us that 
not being able to make an investigation you are not a good lawyer? 

Mr. O'Gara. I did make an investigation, Mr. Keogh. 

Mr. Keocu. Then you added that gratuitously in answer to a ques- 
tion of mine. That was one answer that I heard, Mr. O'Gara. 

Mr. O'Gara. And I did make an investigation. I went to the 
Internal Revenue Bureau on the morning of May 16. 
Mr. Krocu. Where else did you go that morning, Mr. O'Gara? 
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Mr. O'Gara. I went there directly from my home. I don’t remem- 
ber going any other place. 

Mr. Kroon. Did you got to any semiprivate rooms in any hotels 
and talk to any other one ! 

Mr. O'Gara. I think you will recall that happened on May 10, not 
on May 16. 

Mr. Kroon. Did you go to any office in the city of San Francisco 
and discuss your proposed presentation to the Taylor grand jury with 
anyone ¢ 

Mr. O'Gara. I don't recall going to any office and discussing my 
proposed— 

Mr. Krocu. We might refresh your recollection in that regard, 
Mr. O'Gara. 

Mr. O'Gara. Fine. 

Mr. Kroou. But proceed with your answer, if any. 

Mr. O'Gara. After May 11 and on May 16, as I say, the morning of 
May 16, I went to the Internal Revenue Bureau, to the office of Mr. 
McCarthy, the head of the Income Tax Division. There I discussed 
with Mr. McCarthy the organization 

Mr. Kroon. Excuse me. I did not hear you. You say you in- 
structed Mr. Me ‘arthy—— 

Mr. O'Gara. I discussed with Mr, McCarthy the organization of the 
Internal Revenue Bureau, and how it operated at 100 McAllister 
Street. I also talked to two individuals in the oflice, Miss Viola Cox 
and Miss Rigney. We talked about procedures in handling income- 
tax matters. We talked about the assessment list, how it was written, 
and what it reflected about the status of taxpayer, and I examined 
the assessment list with respect to two taxpayers who had been named 
in the so-called bill of particulars. 

Mr. Krogu. What time that morning did you arrive at the office 
of the collector of internal revenue ¢ 

Mr. O'Gara. That is in the office of Mr. McCarthy. I think it was 
about 8:30, perhaps 8:15. I don’t know. 

Mr. Krogu. When did you appear before the grand jury that 
morning ¢ 

Mr. O’Gara. About 10 o'clock, 10 or 11.. It may have been 10. 

Mr. Krogu. What other investigation of these allegations did you 
make between the date you learned of them and the date of your pres- 
entation to the grand jury in order to ascertain as far as you could the 
truth or falsity of those charges ? 

Mr. O'Gara. After my interviews at the Internal Revenue office, I 
made no further investigation. 

Mr. Keoen. Do you, as a lawyer, think that is sufficient investiga- 
tion for an assistant United States attorney to appear before a grand 
jury and make a recommendation one way or another? 

Mr. O'Gara. I certainly do. 

Mr. Keocu. That is a simple question. 

Mr. O'Gara. Yes, ves. yes; more than ample. 

Mr. Krogu. You made some mention in your testimony earlier about 
the Federal Bureau of Investigation report on the Haller matter. 

Mr. O'Gara. Yes. 

Mr. Keoeu. And you indicated that that report was finally submit- 
ted—was it not—to the Rusk grand jury / 


Mr. O'Gara. Yes. 
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Mr. Keoen. What was the action—did you say—that grand jury 
took ¢ 

Mr. O'Gara. I am informed that the grand jury returned a no- bill 
and left with the United States attorney’s office other matters for fur- 
ther presentation as the United States attorney might decide. 

Mr. Kerocu. And that was a formal return of a no-bill that the 
grand jury made; did it not‘ 

Mr. O'Gara. Yes, and the reference matters for further presenta- 
tion were done informally, I am told. 

Mr. Kroeu. Did you lose confidence in the Rusk grand jury as a 
result of that action, Mr. O’Gara ¢ 

Mr. O'Gara. No; I have never lost confidence in any grand jury in 
this district. 

Mr. Kroeu. And especially not those grand juries that you were 
advising ¢ 

Mr. O'Gara. I have never Jost confidence in any grand jury in this 
district, whether I advised them or not. 

Mr. Krocu. What is the chain of command in the United States 
attorney's office in this or any other district, Mr. O’Gara ¢ 

Mr. O'Gara. I am not informed of any chain of command. 

Mr. Kroon. What should the chain of command be in any United 
States attorney’s office / 

Mr. O'Gara. I have no idea what it should be. 

Mr. Krogu. Who should be the head of the office ? 

Mr O'Gara. The United States attorney is the United States at- 
torney. 

Mr. Keocu. And the second man in the office should, I assume, be 
the chief assistant United States attorney ; should he not ? 

Mr. O’Gara. Yes; 1 suppose so. It depends on whether or not a 
chief assistant were appointed. 

Mr. Keoeu. The United States attorney’s office is divided into 
divisions; is it not? 

Mr. O’Gara. Not invariably. This has never been, until recently, 
into civil and criminal. Under Mr. Hennessy there was no such divi- 
sion. 

Mr. Keogu. And in charge of the civil division is an assistant 
United States attorney ‘ 

Mr. O'Gara. I have not worked in this office since May 16, so that 
1 am unable to tell you what the present organization of the United 
States attorney's office is. 

Mr. Krocu. Tell us what the organization of the United States at- 
torney’s office here was while you were active in the office. 

Mr. O'Gara. It was a very loosely conducted office under the United 
States attorney. The several assistants handled cases that came to 
their attention in the course of their business. That is about it. 

Mr. Krocu. You did not have a chief assistant ¢ 

Mr. O’Gara. Mr. McMillan was referred to as chief assistant, but 
Mr. Karesh told me that Mr. Hennessy never did secure the designa- 
tion officially by the Department of Justice of Mr. McMillan as his 
chief assistant. I don’t know whether he was or not. 

Mr. Keocu. How cid you know you were supposed to handle cases 
involving the National Firearms Act? 

Mr. O'Gara. They handed out a mimeograph periodically with the 
names of assistants and with the names of the statutes under them. 
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There was never any discussion, and cases would come to you princi- 
pally because the agency—the Government agency, that is, con- 
cerned—and its representatives would contact you after checking 
with either the receptionist or checking with the United States 
attorney. 

Mr. Kroen. I recall your mentioning earlier this evening, with re- 
spect to the copies of material you presented to the grand juries for 
their consideration, that in order for you to testify about that, since 
those copies are in the Department of Justice files, you would have to 
clear that through the Attorney General. That is what you said? 

Mr. O'Gara. Clear it through the representative of the Attorney 
General. The rule stated in the Department of Justice Manual is that, 
in response to requests for the production of any document, you must 
decline until the Department of Justice has cleared it. 

Mr. Krocu. When you clear it with the representative, you are in 
effect clearing it with the Attorney General ¢ 

Mr. O'Gara. Yes. 

Mr. Keocu. But you think that rule does not apply with respect to 
assistants to the United States attorney concerning clearing the mat- 
ters they are handling through the United States attorney; do you? 

Mr. O’Gara. Are you speaking of matters referred to the grand 
jury ? 

Mr. Kroeu. I am speaking generally. 

Mr. O’Gara. Certainly, with respect to matters referred to the—— 

Mr. Kroeu. Do you not think that there is an obligation upon the 
United States attorney to ask the assistant what matters he is work- 
ing on ? 

Mr. O’Gara. Would you please repeat that? 

Mr. Keoeu. The stenographer, I think, will probably do better 
than I could. 

(Question read by the reporter.) 

Mr. O’Gara. I don’t know what the obligations of the United States 
attorney are with respect to his assistants. 

Mr. Krogu. Do you know what the obligations of assistants are 
with respect to the United States attorney ¢ 

Mr. O'Gara. To do the best job they can. 

Mr. Krocu. Without letting the United States attorney know what 
they are doing? 

Mr. O’Gara. No. 

Mr. Kroon. Is that it? 

Mr. O’Gara. That I think is patently clear, Mr. Keogh. We all are 
able to assume the responsibilities of our office. 

Mr. Kroeu. Or permitting the United States attorney to read in 
the newspapers what an assistant is doing? 

Mr. O'Gara. If you construe that testimony to mean that I sug- 
gest that the United States attorney should find out in the newspapers 
what is happening in his office, I really believe that it is a far-fetched 
construction. 

Mr. Kzocu. That is exactly how I construe that testimony. The 
record will show that. 

Mr. O’Gara. That testimony was intended to make clear that the 
matter was of such common knowledge that even the newspapers 
had it. 
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Mr. Keocu. Mr. O'Gara, if it is administratively incorrect for a 
collector of internal revenue to circumvent his assistant collector, why 
is it not equally administratively incorrect for an assistant United 
States attorney to circumvent the United States attorney? 

Mr. O’Gara. I do not know that that situation has arisen, and I 
have no idea at all about it. 

Mr. Keroecu. You sit there and tell this committee that the actions 
that you have taken in the last 6 months were not in circumvention 
of the United States attorney in this district? 

Mr. O'Gara. I am confident that the United States attorney in this 
district would not at any time hold anything from a grand jury that 
it desired. : 

Mr. Krocu. Then why did you not discuss with the United States 
attorney what you were doing ? 

Mr. O'Gara. There was no requirement for that. It was entirely 
unnecessary. What was required was that the grand jury be given 
what it asked for. 

Mr. Kroau. Must you have a requirement to keep your superior 
informed of your actions ? 

Mr. O'Gara. I made myself available to any superior that I have 
served under and obeyed any instruction from each and every superior 
that I have had as well as I can recall. 

Mr. Keocu. Should not any assistant do the same? 

Mr. O'Gara. Such as I have just described or such as you are trying 
to get me—— 

Mr. Kroeu. Should you not make yourself available to your su- 

rior ¢ 

Mr. O’Gara. I think we all do; yes. 

Mr. Kroau. I should think you would, too. 

Mr. O’Gara. But I think my superior, as yours in the same situation, 
would be quite annoyed if every time a problem arose we ran to him 
with a problem and suggested that we were unable to handle it. This 
problem arose, and I handled it as best I could. 

Mr. Keocu. You went to your superior on a number of occasions 
when you disagreed with the assistant working with you; did you not? 

Mr. O’Gara. I don’t recall the occasions. What were they ? 

Mr. Keroen. You discussed with Mr. McMillan the presentment 
agrer Mr. Zamloch after Mr. Karesh suggested that he hesitated 
about it? 

Mr. O’Gara. No, I don’t think I discussed that with Mr. McMillan 
at all. 

I think you are referring to a discussion with Mr. McMillan about 
the calling of witnesses in connection with the Davis matter. The 
Davis matter was a matter entirely 

Mr. Krocu. You did not discuss the Zamloch situation with Mr. 
McMillan? ¢ 

Mr. O'Gara. I may have, but I don’t recall having testified about 
that. here, and I don’t remember at this time such a discussion. It 
could have occurred, but I don’t recall it. 

Mr. Kroon. Can you tell this committee, Mr. O’Gara, what matters 
contained in Mr. Doolan’s bill of particulars have been the subject of 
any grand jury action since the presentation to any grand jury? 

Mr. O'Gara. I haven’t reviewed the matters, and I don’t know what 
the indictments are that have been returned. 
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Mr. Keocu. You have not? 

Mr. O'Gara. No, I have not. I don’t know. 

Mr. Keoeu. And you have not seen fit to do that? 

Mr. O'Gara. I certainly feel that the matter is in capable hands. 

Mr. McMillan has been handing the matter, and I have no reason 
to—— 

Mr. Keocu. As a matter of fact, Mr. O'Gara, do I not state the 
fact. when I say that not one allegation contained in Mr. Doolan’s bill 
of particulars has been the subject of an indictment by any grand 
jury in this district? 

Mr. O'Gara. I certainly cannot tell you whether that is a fact, 
whether that is fact or fancy. 

Mr. Kroeu. I may think of a few other questions later. 

Mr. Byrnes. Do you want to have some time to think? 

Mr. Krocn. Well—— 

Chairman Krxe. Perhaps counsel should proceed now. 

Excuse me, Mr. Counsel, Mr. Curtis will inquire. 

Mr. Curtis. I have been listening rather patiently, and unlike my 
colleague from New York, Mr. Keogh, I have been able to hear very 
distinctly, and in my opinion the answers were forthright. I do not 
attempt to imply any motive to any questioning that had gone on here, 
but as for me I do not want anything in the record to imply censorship 
of Mr. O’Gara for being zealous in presenting these matters to the 
grand jury. 

A few days ago we heard the testimony of Mr. McKenney describing 
the situation in the San Francisco collector’s office going back to 1936, 
the laxity, the system they have followed, political favoritism; and 
it was high time that some law enforcing officers became zealous in 
their duties, and the fact that they might at times become impatient 
with other people who didn’t move quite as fast certainly is no ground 
to impeach their testimony or to hold them up to ridicule. 

What are your duties now, Mr. O’Gara? 

Mr. O'Gara. I have had no duties since August 31. 

Mr. Courris. August 31 of what year? 

Mr. O'Gara. 1951. 

Mr. Curtis. You are still on the job? 

Mr. O'Gara. I still report to the office. 

Mr. Curtis. You are still an assistant United States attorney ? 

Mr. O'Gara. I am still an assistant United States attorney. 

Mr. Curris. And you have had no work assigned to you since 
when ? 

Mr. O'Gara. August 31, I believe—sometime prior to August 31. 
I had cases from May 16 until about July 5, and I handled some 
matters: no new cases, but cases that I was handling and concluded. 

Mr. Curtis. Ordinarily who would be assigning you cases ¢ 

Mr. O'Gara. They would, I suppose, be under the terms of the usual 
arrangement in the United States attorney’s office. They would be 
according to the statutes that were assigned to me, and the United 
States attorney might also designate cases as he saw fit. 

Mr. Curtis. What happened about that time that caused this 
change, your being ignored in the assignment of work? 

Mr. O'Gara. I don’t know what caused it, but about that time, 
August 31, I appeared before the Senate Finance Committee in Wash- 
ington and testified there. 
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Mr. Curtis. Mr. O'Gara, do you know of any other situation where 
that method has been followed ¢ 

Mr. O’Gara. No, I don’t. I am not acquainted with any other situ- 
ation. I have not been informed of any, nor do I know of any. 

Mr. Curtis. I think the record of this committee will show that 
the Department of Justice has done that in one other case, in Wash- 
ington, where they kept a man on the job, taxpayers paying him, and 
because he incurred the disfavor of somebody he was given no work 
to do. 

The gentleman from New York asked you about your investiga- 
tions carried on on that morning of May 16, and your trip to Mr. 
McCarthy’s office. 

Do I understand that vou looked at an assessment list there ¢ 

Mr. O'Gara. Yes, I did. 

Mr. Curtis. What do you mean by looking at an assessment list? 

Mr. O'Gara. The assessment list, as it was explained to me that 
morning, is, in effect, the bookkeeping record applying to each tax 
payer. 

Each taxpayer’s payment of taxes and outstanding obligations for 
taxes are listed in the assessment list for each year. 

Mr. Curtis. Did you verify some names on a list of people that had 
outstanding taxes? 

Mr. O'Gara. I did. 

That is, not necessarily outstanding taxes, but I verified the state 
of the assessment list record in respect to at least two taxpayers. 

Mr. Curtis. Who were those two taxpayers ? 

Mr. O'Gara. One taxpayer was the collector. The other tax- 
payer—— 

Mr. Curtis. Which collector? 

Mr. O'Gara. James G. Smyth, and Madeline Smyth, a joint return. 

I believe they were listed together on the assessment list. 

The second taxpayer’s name I am reluctant to give the committee. 
Of course, I think it may be given, without publication, to the staff 
or to committee members, but I question Riesloning it in view of the 
fact that his name has not come up in this hearing. I am very reluc- 
tant to mention it at this time. 

Mr. Curtis. Do you know whether any investigation of that man 
is pending at this time? 

Mr, O'Gara. I don’t know. That is, of course, the principal con- 
cern. I wouldn't wish to have any reflection or aspersion be inferred, 

Mr. Curtts. That is all for the moment. 

Mr. Kroeu. It has been suggested by my good friend from Nebraska 
that he was at a loss to determine what, if any, motives my question- 
ing had, and he admitted that he could find none. 

So that the record will be complete, I would like to state that I had 
a motive, and my motive is that no political appointee, 34 vears of age, 
admitted to the bar a little more than 4 years, an assistant district 
attorney a little more than 1 year, who receives a so-called bill of 
particulars, the truth or falsity of which, he concedes, has not been 
established, who confers privately with at least five members of a 
pending grand jury, who confers privately on occasions with the chair- 
man of another grand jury, who t wha not discuss with his superior, the 
United States attorney, who has taken office just 2 years before, the 
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presentation by this young man of the charges mentioned, is a fit and 
qualified young man to be an assistant United States attorney, how- 
ever laudable his objectives and purposes might be; and if I were the 
United States attorney there would be no place in ‘my office for such 
an upstart. 

Mr. Byrnes. Mr. Chairman, as a member of the committee, I would 
just like to make this statement, that I certainly do not share the views 
just expressed by the gentleman from New York. 

I would not want to comment any further on the evidence here 
today, but I certainly cannot agree with those sentiments just ex- 
pressed ; so that at least the judgment of Mr. Keogh is not unanimous. 

Mr. Curtis. If the gentleman will yield, I think the record will fail 
to show any criticism of Mr. O’Gara prior to the time that he at- 
tempted to correct some situations in the office of the collector of 
internal revenue. 

Chairman Kine. I was just thinking that if everybody is going to 
have their say perhaps I should. 

I have nothing to say, Mr. O’Gara. 

Mr. DeWinv. Mr. O’Gara, for the reasons you have related you 
decided that in presenting these cases to the Taylor grand jury on 
May 16 you would not discuss your plan to do so with Mr. Tramutolo or 
anybody before you did it? 

Mr. O'Gara. Yes, that is correct. 

Mr. DeWinp. Prior to your presentation to the Taylor grand jury 
on the morning of May 16 did you have any conversations with Mr. 
McMillan ? 

Mr. O'Gara. Yes. 

Mr. DeWinv. What conversation did you have? 

Mr. O'Gara. Mr. McMillan was in his office, and I went in to him 
with an indictment against Hosiah Hopkins, as I recall, and asked 
him to sign it. 

In the United States attorney’s office that was customarily done. He 
had supervision of the indictments, and he reviewed the indictment 
briefly and signed it, and we had a few words then. 

Do you want the conversation ? 

Mr. DeWtnp. Yes. What was the conversation ? 

Mr. O'Gara. Mr. McMillan said that he was very much upset, and 
bleeding internally, as a result of his testimony as a witness before 
the Seward grand jury the previous May 11. 

He said that he was in the office against his doctor’s orders, and 
that he intended to go home; and he asked me if I would be so kind 
as to handle the grand jury for him, taking care of the grand jury’s 
reporting to the court downstairs and he indicated that he was going 
to leave the office in a few minutes also. 

I returned to my office, and a short while later he came to my office 
door and stood in the doorway and asked me how I stood in my salar 
classification. He said that he was going to do his best to see that we all 
got into the best bracket possible, and he asked me if I was in the high- 
est grade for my salary classification, and I told him I didn’t know. 

Before I left his office just previously he extolled the virtues of the 
MacInnis indictment from a legal standpoint, saying that he was 
convinced that the indictment would stand against a motion to dismiss, 
and he asked me to take charge of preparing and filing and arguing 
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a motion to consolidate that indictment which had been returned on 
May 11 by the Seward jury with the earlier indictments relating to 
the same offense. 

Then he asked me whether or not I would like to try the Kessel and 
Pechart contempt case, which had been returned by indictment. That 
was contempt of the Kefauver committee sometime previous. He 
asked me if I would like to undertake that case, indicating that 
it would be a very good case to handle, that it would be good expe- 
rience, and it would be very favorable publicity; something of that 
sort. 

I told him that I was not interested in handling the case, but of 
course if it were assigned I would take it, though I didn’t have any 
particular interest in ‘the case. 

It was after that that he had the conversation with me in the door- 
way at my room, which adjoins his, regarding salaries and pay 
classifications. 

Mr. DeWinp. Following that you went in to the Taylor grand jury 
and began to present the matters involved in the so- -called bill of 
partic uulars? 

Mr. O'Gara. I first presented the Hosiah Hopkins case, and then 
made presentation about the so-called bill of particulars. 

Mr. DeWinp. That was on May 16. 

And did you present any of the matters in the bill of particulars? 

Mr. O'Gara. I presented them very generally. I mean, I presented 
the matters in the form of a summary with records of some of the 
details of my investigation in the matter, the spot check of the names 
that I had made, and explained the origin of the so-called bill of par- 
ticulars, and that was all. 

The proceedings were interrupted. 
Mr. em Who interrupted you, Mr. O’Gara ? 

Mr. O'Gara. Before I commenced the presentation I explained that 
I had had the instructions of the Seward jury to turn the matter over 
to them, that was embraced in the bill of particulars. 

Mr. McMillan entered about that time, and some discussion ensued 
as to whether or not the grand jury should hear me or go down to one 
of the judges and talk the matter over with the judge. 

Mr. McMillan indicated that he knew what the matters were that 
I offered for presentation from the Seward jury, but he didn’t explain 
in detail what he meant by these matters; and thereafter the Taylor 
jury voted to hear me alone, upon the understanding that I would be 
heard alone first with a stenographic record being made of my re- 
marks, and then, at my request, that the jury would hear Mr. McMillan 
alone and follow Mr. MeMillan’s advice as to any action that they 
might decide upon. 

After Mr. MeMillan left the grand jury room, and while I was 
being heard alone, the then Acting Marshal, Mr. Rosseen, appeared 
with an order from Judge Goodman directing the grand jury to go to 
the court room of Judge Goodman immediately. 

Mr. DeWrnp. Did you then go to Judge Goodman’s court with the 
jury ? 

Mr. O’Gara. I went with the jury to Judge Goodman’s court room. 

Mr. DeWtnp. What happened there? 

Mr. O'Gara. Judge Goodman indicated the grand jury had no legal 
authority to consider the matters which had been referred to by me, 
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and I had no authority to make the presentation. In general] a state- 
ment of that type was made by Judge Goodman. 

Mr. DeWinp. What instruction did Judge Goodman give to the 
jury ¢ 
; Mr. O’Gara. He ordered the grand jury not to further consider the 
matters which had been presented or attempted to be presented at 
that time, and said he would have the matter followed by the United 
States attorney’s office, and I assured him that there would be a later 
presentation of some kind. 

Mr. DeWrnp. What was the last? I did not hear. 

Mr. O'Gara. I assured him there would be a later presentation of 
some kind. 

Mr. DeWrnp. Of some kind? 

Mr. O'Gara. It is impossible for me to recall the words of the jury. 

Mr. DeWinp. Did Judge Goodman tell the jury that, if they had 
any difficulty about matters being presented to them that they thought 
should have been presented to them, to see him? Did he say that? 

Mr. O'Gara. He may have. 

Mr. DeWrnp. Did he tell the grand jury to see that they had mat- 
ters presented to them that they felt should be presented ¢ 

Mr. O'Gara. I don’t recall that part of it, but he could have. 

Mr. DeWrnp. Are you aware that Mr. McMillan flatly denies the 
conversations you say you had with him before you appeared before 
the Taylor grand jury with regard to your salary situation and these 
cases ¢ 

Mr. O'Gara. I didn’t know that he flatly denies them. 

Mr. DeWrnp. You say you did know? 

Mr. O'Gara. No; I did not know that he flatly denies them. 

Mr. DeWinpv. Coming then to May 20, you had the meeting at your 
home with several members of the jury at which you say you discussed 
the general jurisdiction and power of grand juries. 

Mr. O'Gara. The discussion was limited to that alone. 

Mr. DeWinp. And then can you recall the evening meeting with 
Mr. Doolan and Mr. Hirschman ¢ 

Mr. O'Gara. Yes. 

Mr. DeWinp. Did that occur on May 21 or May 22? 

Mr. O'Gara. I believe it occurred May 23. I am confident of that 
because it occurred after the Taylor jury had resumed its hearings, 
and after it had commenced its consideration of the matters which it 
first raised on May 16. 

Mr. DeWrnp. At that meeting, did not Mr. Hirschman receive a 
copy of the so-called bill of particulars? 

Mr. O'Gara. He asked for one and I gave him one. I gave him the 
only copy I had. 

Mr. DeWinp. You had made copies from the document that Mr. 
Doolan had furnished you, and you had copies with you at that eve- 
ning meeting ¢ 

Mr. O’Gara. It was not an evening meeting. I mean it wasn’t a 
meeting in the sense of being arranged that way. Mr. Hirschman 
called me and asked if he ae see me, and he came over and then he 
asked me about these matters which had been attempted to be pre- 
sented, and asked me how the grand jury could proceed, and if I 
would help him. While we were discussing this question, Mr. Doolan 
came in. 


Mr. DeWrinp. Yes. 
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Mr. O'Gara. Mr. Doolan had been expected for dinner that night, 
but had not made it, and I had forgotten about him. He came in, 
I should say, about a half hour after Mr. Hirschman was there. It 
was simply a coincidence. 

Mr. DeWrnp. You had not asked Mr. Doolan to come after you 
knew Mr. Hirschman was coming? 

Mr. O’GaraA. No, Mr. Doolan was invited before, and Mr. Hirsch- 
man called me and I told him to come over, thinking that he would 
come immediately. He did come later. 

Mr. DeWrnp. When you told Mr. Hirschman he could come over 
did you know Mr. Doolan would be there # 

Mr. O’Gara. No, I did not think he would be, because he had been 
expected for dinner, and Mr. Hirschman did not make his call until 
about, as I recall, quarter to eight or something of that sort. He came 
in late. Mr. Doolan had been expected at 5: 30 or 6. 

Mr. DeWrnp. Are you sure, Mr. O'Gara, that Mr. Hirschman called 
you ¢ 
~ Mr. O'Gara. I am confident. I had known Mr. Hirschman in con- 
nection with grand jury work from a previous discussion. 

Mr. DeWrnpv. You are sure you did not call Mr. Hirschman and 
ask him to come over and meet with a Government official ? 

Mr. O'Gara. No, no, not at all. I called Mr. Hirschman on another 
occasion, but I never called him for this meeting you are speaking of. 
I called Mr. Hirschman on May 20, I believe, after I had been asked 
by several of the grand jurors 1f I would be able to help them with a 
discussion of grand jury powers. 

Mr. DeWrnp. You asked him to come over to that meeting, is that 
right? 

Mr. O’Gara. Yes; I asked him to come to that meeting. I think 
he came very late that night, because he was down in the country or 
something of that sort. 

Mr. DeWrnp. You had invited Mr. Hirschman to come then on the 
evening of May 20? 

Mr. O’Gara. Oh, certainly. 

Mr. DeWrnp. And Mr. Hirschman did not come to that meeting, 
did he? 

Mr. O'Gara. I don’t think he did, but someone teils me that he did. 
I think the people who were there were confused as to who was there. 
My impression is that Mr. Hirschman did not make—— 

Mr. DeWrnp. Did not make it? 

Mr. O'Gara. I think that is correct. I think he made it May 20. 

Mr. DeWrp. Did you not invite him to come over the next evening, 
on the evening of May 21, to meet a Government official who you said 
would be there? 

Mr. O'Gara. No, I didn’t. If it is correct that he didn’t make the 
May 20 meeting, which was a Sunday night, he called me May 21, 
Monday night, and asked me if there wasn’t some time that he might 
come by and I said, well, any time he cared to, and he said, “I will 
call you,” and then he called me on May 23, as I recall. and he came 
on the 23d, as I regall, and wanted to get the benefit of the previous 
discussion which h® had missed, and also to find out what he could do 
to further the grand jury’s investigation. 
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Mr. DeWinpv. Are you sure that you did not have a meeting with 
Mr. Hirschman prior to May 23 at which time he was delivered a copy 
of the bill of particulars, so-called ? 

Mr. O'Gara. I am positive of that. I did not give Mr. Hirschman a 
bill of particulars prior to May 23 and I remember that fact for this 
reason: On the 23d, Mr. Hirschman asked me about the details of 
witnesses, and how they might go about getting the details of the mat- 
ters contained in the bill of particulars, and he told me that Mr, 
MeMillan had read the so-called bill of particulars. 

Mr. DeWinp. It has been testified, Mr. O’Gara, that when Mr. 
Hirse hman appeared at the meeting of the grand jury on the morning 
of May 23 he had a copy of the bill of particulars at that time which 
he delivered to Mr. MeMillan. 

Mr. O’Gara. He didn’t secure it from me, and I didn’t know of that 
testimony. 

Mr. DeWrnp. I believe that Mr. Hirschman also states that he 
came to your house at your request on the evening of May 21. 

Mr. O'Gara. I don’t recall that because that would be the Mond: ay 
right after May 20 meeting, and I don’t recall his coming then. 

‘Mr. DeWrnp. It also was testified, Mr. O'Gara, that on the copy of 
the bill of particulars that Mr. Hirschman delivered to Mr. McMillan 
on the morning of May 23, the names of the witnesses and other per- 
sons that might be called were noted on the margin of the copy that 
was delivered. Mr. Doolan has testified that such notations were made 
upon a copy at the meeting at your house that he attended. 

Mr. O'Gara. On May 23, that is correct. 

Mr. DeWtnp. As I say, the testimony was this was delivered on 
the morning of May 23 at the meeting of the Taylor grand jury. 

Mr. O'Gara. I have a definite recollection that Mr. Hirschman 
came on the evening of May 23 and told of the grand jury’s meeting 
that day, and told me that the list had been read and asked me if I 
would discuss it with him. I said I would be happy to and I asked him 
what had been read, and he said, “Well, you read it to me, and I will tell 
you what has been read.” So I read him the items and he told me 
whether it had been read or whether he could remember that it had 
been read and in some cases he wasn’t sure that it had been read by 
Mr. MeMillan. And thereafter, Mr. Doolan came and I introduced 
Mr. Doolan, and Mr. Hirschman said, “Well, it seems to me”—I 
think his language was to this effect—that I would be greatly assisted 
if you could tell me, Mr. Doolan, who the people are that we could 
call on each of these items,” and thereupon Mr. Doolan discussed it 
und Mr. Hirschman asked me for a copy and on the copy he noted these 
names that Mr. Doolan referred to. 

Mr. DeWrnp. Allright. I think that the disagreement on the mat- 
ter of date and as to how the meeting was arranged can apparently 
not be resolved here. 

Mr. O’Ganra. I think we can go into some detail if you have time, 
Counsel, that might clear that up. Do i want to go into it? 

Mr. DeWrnp. Let me ask you this: Why was this meeting conducted 
at your house with Mr. Doolan and Mr. Hirschman? Why was not 
Mr. Doolan simply called before the grand jur¥ to give all of this 
information to the entire jury? Why should there be a meeting in 
your home? 
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Mr. O’Gara. Mr. Hirschman asked to talk to me and diseuss the 
matter, and Mr. Doolan came along and he asked to continue the 
discussion with him. There is no reason for me to go into the matter. 
The matter had been commenced by me and I had no reason to hesi- 
tate at all to assist in any way I could. I wanted to help Mr. Hirsch- 
man. Mr. Hirschman had told me previously in my office upstairs here 
that he wanted to very definitely take as big a role or as important a 
role as he could in putting the investigation forward, and when he 
came over that night and he showed the same intense interest that he 
had before, I endeavored to assist him. It was in any way to supple- 
ment or supplant any grand jury process. It was simply the free 
answer to the questions which the grand juror had. 

Mr. DeWrnp. You are quite sure this did not occur prior to the 
May 23 presentation ? 

Mr. O’Gara. My recollection of it is that it did not. 

Mr. DeWrnp. Did you at any time deliver a copy of the bill of 
particulars to any member of the grand jury prior to May 23? 

Mr. O'Gara. No; I did not. Mr. Norman, who was on the grand 
jury, informed me on May 20 that he had taken from an envelope, 
which I delivered to Mr. Taylor on May 16—I think it would be better 
to go back a bit. On May 16, after the conclusion of the appearance 
before Judge Goodman, the grand jury and myself left the grand jury 
room, and I took the grand jury minutes and the grand jury docket 
book to return them upstairs, and Mr. Taylor took the brown envelope 
which contained the Kefauver committee report, and rough notes, and 
the bill of particulars as typed in the United States attorney’s office, 
and he asked me, or I asked Mr. Taylor to hold those until his next 
meeting, and he said he would do that, and he kept them until they 
were returned to me on Sunday night, May 20, by Mr. Norman. 

On Sunday night when the grand jurors were at my place, Mr. Nor- 
man advised me that Mr. Taylor had turned the envelope with the bill 
of particulars in it and other materials over to Mr. Norman for safe- 
keeping, Mr. Norman having a safe and Mr. Taylor not having a safe. 
Then Mr. Norman said or made a remark to the effect that I ought to 
pay his wife stenographer fees, and I asked him what he meant by 
that, and he said, “Well, my wife spent the week end copying the list 
of recommended investigations,” and I asked him where the copy was 
and he said it was home. He lived on the other side of the bay. I 
said I didn’t think he should do that, but I didn’t think there was any 
harm in it, and he should turn the thing in to the grand jury as a whole 
when he met in session with the grand jury the next time. 

The next time I saw Mr. Norman was on the 23d at noon upstairs, 
and Mr. Norman then told me that he had given the list over to Mr. 
McMillan. 

Mr. Norman told me that, and I think Mr. Taylor was present at the 
time. I didn’t know of Mr. Hirschman making any similar presenta 
tion of the list. 

Mr. DeWinp. After the meeting with Mr. Hirschman on May 23 
or May 21, or whenever it occurred, did you ever have any other meet- 
ings with members of the Taylor grand jury? 

Mr. O’Gara. There was just one other meeting that has been re- 
ferred to previously, which I believe was on June 21. I am not sure 
of the date. I can’t be sure of the date. But I think it was right after 
the dismissal of the MacInnis indictment, which was June 20. 





2258 INTERNAL REVENUE INVESTIGATION 


Mr. DeWinp. Mr. O'Gara, have you ever made to anyone any ac- 
cusation that anybody on the staff of a United States attorney’s office 
has deliberately sidetracked cases? 

Mr. O'Gara. I don’t know whether I have made such a statement. 
Certainly not as an accusation. I think I have referred to the matters 
which you have discussed here with respect to delays, but I have never 
attributed them to the deliberate act aan individual, as I recall. 

Mr. DeWrnp. Have you ever made any statement or charge that any 
member of that staff has been evasive ? 

Mr. O'Gara. IJ think that I certainly said that members of the staff 
have been evasive, but I don’t think I have said that they were deliber- 
ately evasive or explained any belief or given any statement as to 
why in my opinion they were evasive. 

Mr. DeWrnpv. Have you ever made any charge that any member of 
the Federal judiciary has deliberately sidetracked a grand jury in- 
vestigation ? 

Mr. O'Gara. No, I don’t think I have made such a charge. I don't 
remember making such a charge. 

Mr. DeWrnpv. Did you ever make any charge that a tax prosecu- 
tion had been deliberately sidetracked ? 

Mr. O’Gara. I don’t recall making such a charge. 

Mr. DeWinv. Have you ever made a charge that you felt sure that 
a member of the staff of the United States attorney's office would not 
present matters to a grand jury because such presentation would re- 
flect upon the manner = which he had handled cases ¢ 

Mr. O’Gara. No: I don’t think I have made such a charge. I 
think there have been discussions with your staff about the handling 
of matters, and certainly I have indicated just as I have here that 
there have been matters that were in my opinion delayed and even 
evaded, but I don’t think I have talked about deliberate acts. 

Mr. DeWtinp. Do you remember saying in relation to a member 
of the staff of the United States attorney’s office that you were confi- 
dent that the matter would not be presented to the Seward jury by this 
person, leaving out his name, because the same person had already 
arbitrarily excluded from the Seward grand jury all Internal Rev- 
enue aspects of the MacInnis matter, and that, “I felt it was obvious 
he wank do the same with respect to these charges which clearly 


might reflect upon his handling as well as another individual’s han- 


dling of other tax cases”? 

Mr. O'Gara. What is the time and place of that alleged statement? 

Mr. DeWrnv. That alleged statement was made in transcript of 
statement you made on January 8, 1952. 

Mr. O'Gara. May I have the whole statement, please? May I hear 
what it is? 

Mr. DeWinp. I show it to you. 

Mr. Byrnes. Is not this, Counsel, the same thing that we went into 
this morning, and this afternoon, about his lack of confidence, or is 
this something different? Is this the general lack of confidence we 
were talking about a good deal today ? 

Mr. DeWinv. This is not a lack of confidence based upon delays in 
three cases, but a question of whether charges have been made of 
specific misconduct or deliberate mishandling of cases. 

Mr. Byrnes. From what you read there, I do not think he said 
there was any deliberate misconduct. 
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Mr. O'Gara. I think that is a correct statement. I think the whole 
statement should be read. That is a correct transcript. I don’t think 
I said deliberately. It is in substance the same thing that has been 
gone over here. 

Mr. DeWtinp. Did you say you found this person extremely 
evasive ¢ 

Mr. O’Gara. If it is in the transcript there, I obviously said it. 

Mr. De Wtnp (reading) : 

Extremely evasive, and I thought going to this person would simply be a 
waste of time. 

Mr. O’Gara. Yes: that statement is correct. But that is not delib- 
erately evasive, and that was the question, I think. 

Mr. DeWinp. Just extremely evasive. 

Mr. O'Gara. Oh, yes. I think that is clear. 

Mr. Kreocu. Mr. DeWind, why not put that statement in the record. 
1 kind of got lost in connection with it. 

Mr. Byrnes. Is not this a rehash of most of the stuff we have had, 
Mr. DeWind? 

Mr. DeWinv. Beg pardon? 

Mr. Byrnes. Is that a transcript of your inquiry of Mr. O'Gara by 
a member of the staff ? 

Mr. DeWrnp. This relates to an individual who had no connection, 
as far as I know, with these other cases. 

Mr. Byrnes. I am talking about this transcript. Is this a tran- 
script of the interrogation of Mr. O’Gara by members of the staff? 

Mr. DeWrnp. That is right. 

Mr. Byrnes. I imagine most of that transcript and the subject 
matter has been covered in the proceedings today. I ask that because 
of the suggestion that is made that there is a possibility of incorpo- 
rating that in the record, and I wonder if you want it. 

Mr. DeWrnv. No; this is not a matter that has been referred to at 
all today. 

Mr. Byrnes. I am not saying itis. Try to follow me. I am talk- 
ing about the transcript in toto that Mr. Keogh has in his hand. Does 
that relate to just one little item ? 

Mr. DeWinp. No, indeed. 

Mr. Byrnes. It relates to matters we have already gone into. 

Mr. DeWrnp. In part. 

Mr. Keroen. It is a different approach to matters, Mr. Byrnes. It 
is apparently Mr. O’Gara’s appraisal of two individuals, one another 
assistant United States attorney, and the other another Government 
official. I think, Mr. Chairman, that this record would be complete 
if that complete statement were inserted in here at this point, and I 
ask unanimous consent that be done. 

Mr. O'Gara. May I make a statement in advance of that ? 

Mr. Keocu. Subject to your rights later, Mr. Curtis. 

Mr. Curtis. I would like to inquire whether or not there is any- 
thing in there that is going to help us find out what is wrong with the 
Bureau of Internal Revenue in San Francisco. 

I do not know whether this is an inquisition of Mr. O’Gara or 
whether we are out here to investigate tax collections, 

Chairman Kine. I am going to have to explain again that this is 
properly within the jurisdiction of this committee. 
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Mr. Curtis. I am not talking about the jurisdiction of this com- 
mittee. Iam talking about our objective. 

Chairman Kuve. There is a lot that has gone on in the last year 
that has been far from our objective, and this night or this session, 
Mr. Curtis, 1 do not think is much different than a number of ses- 
sions of this committee or any other committee I have ever heard of 
from the House of Representatives. 

Mr. Byrnes. I wonder if this question, Mr. Chairman, that Mr. 
Keogh raises, cannot be deferred, and possibly even for an executive 
session. 

Mr. Keocu. I will be perfectly willing to defer, but I do not thereby 
want to lose the right to press it at some other time. 

Mr. Byrnes. You are reserving all rights. 

Mr. O’Gara. May I make a statement in connection with this mat- 
ter ¢ 

Chairman Kine. Proceed, Mr. O'Gara. 

Mr. O'Gara. The last question alluding to the statement which was 
read from the transcript does relate to one of the three cases referred 
to, the so-called Zamloch aftermath. I think that the approach taken 
here this evening was from a slightly different angle, but not substan- 
tially different. 

Mr. Kroon. Mr. O'Gara, getting back to these statements that you 
made, you have no objection, have you, to having made public any- 
thing that you said privately ? 

Mr. O’Gara. Not at all. The whole thing may be put in. 

Chairman Kine. The committee will be adjourned until 10 o’clock 
tomorrow morning. 

Thereupon at 11:20 p. m., a recess was taken until Tuesday, Febru- 
ary 12, 1952, at 10 a. m.) 
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WEDNESDAY, FEBRUARY 13, 1952 


House or REPRESENTATIVES, 
SUBCOMMITTER ON ADMINISTRATION OF 
THE InrerNAL Revenve Laws OF THE 
CoMMITTEE ON Ways AND Means, 
San Francisco, Calif. 

The subcommittee met, pursuant to recess at 11 a. m., in room 276, 
Main Post Office Building, San Francisco, Calif., Hon. Cecil R. King 
(chairman of the subcommittee) presiding. 

Present: Representatives King, Kean, Byrnes, and Curtis. 

Present also: Adrian W. DeWind, chief counsel; Bruno Schachner, 
special counsel; Donald Schapiro, assistant counsel; John E. Tobin, 
assistant counsel; William A. Silk; Walter C. Taylor. 

Chairman Kine. Mr. George Heckert, would you come forward, 
please. Would you be sworn, ples ise. 

Do you solemnly swear that the testimony you are about to give 
will be the truth, the whole truth, and nothing but the truth, so help 
you God? 

Mr. Hecxerr. I do. 

Chairman Kine. Be seated, please, Mr. Heckert. 

I wish to make a statement before the committee takes up, Mr. 
Counsel. 

The hearings which we are about to start are concerned with 
whether the Bureau of Internal Revenue pursued information ade- 
quately which it had received concerning the tax returns of Mr. George 
T. Davis. This committee is not authorized to determine whether 
Mr. Davis owes taxes or conceivably violated the law. Such matters 
are solely for the Bureau of Internal Revenue, and the courts of the 
United States. It is unfortunately impossible to present this matter 
without at the same time bringing before the public information 
which may indicate that such liabilities exist and such violations of 
law have occurred. Necessarily, this information might be one-sided. 

The committee has offered Mr. Davis a full opportunity to present 
his side. Not only has Mr. Davis failed to take advantage of this 
opportunity, he has failed to respond to repeated attempts of the 
committee to discuss the matter with him, and the committee has 
been unable to locate him in order to serve a subpena upon him. 

If Mr. Davis does make himself available, the committee will of 
course be glad to hear from him. 

Proceed, Mr. Counsel. 
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TESTIMONY OF GEORGE W. HECKERT, INVESTIGATOR, IMMI- 
GRATION AND NATURALIZATION SERVICE, DEPARTMENT OF 
JUSTICE 


Mr. DeWrnp. Mr. Heckert, what is your full name, please ? 

Mr. Hecxerr. George W. Heckert. 

Mr. DeWinp. What position do you occupy with the United States 
Government ¢ 

Mr. Hecxerr. Investigator in the Immigration and Naturalization 
Service, Department of Justice. 

Mr. DeWtinp. Mr. Heckert, as an investigator for the Immigration 
and Naturalization Service, were you assigned to investigate matters 
involving George T. Davis of San Francisco ? 

Mr. Hecxerr. I was. 

Mr. DeWrnn. When were you assigned to that investigation ? 

Mr. Hecxerr. Sometime in early 1948. 

Mr. DeWrnp. How long did you investigate matters involving Mr. 
Davis? 

Mr. Hecxerr. From 1948 until 1950. 

Mr. DeWrnp. In the course of that investigation, Mr. Heckert, 
did you receive information which might have a bearing upon the 
income of Mr. Davis? 

Mr. Heckerr. Yes, I did. 

Mr. DeWrnp. What did you do with that information ? 

Mr. Hecxerr. Either I or one of the investigators working with 
me made reports from time to time to the Bureau of Internal Revenue. 

Mr. DeWrnp. To what division of the Bureau of Internal Revenue 
did you make those reports ? 

Mr. Hecxerr. The Intelligence Unit. 

Mr. DeWinp. The Intelligence Unit in San Francisco? 

Mr. Heckerr. Yes, sir. 

Mr. DeWrnb. Can you state, Mr. Heckert, during what period you 
turned over information to the Intelligence Unit concerning Mr. 
Davis? 

Mr. Hecxerr. In 1949 and 1950. I believe the first report was 
around May 1949. 

Mr. DeWinp. Were these written reports you made to the Intelli- 
gence Unit, or oral reports? 

Mr. Hecxerr. The only reports that I made were oral ones. 

Mr. DeWrnp. Can you state to the committee the information that 
you turned over to the Intelligence Unit ? 

Mr. Hecxerr. Yes. The first information that I turned over had to 
do with apparent amounts of money received by Mr. Davis from the 
procedure in which he and a C hinese obtained from the Bureau of 
Vital Statistics, Sacramento, delayed birth certificates, and then 
United States passports. We had received information from some 
of the Chinese that they had paid rather large sums of money to the 
Chinese, who in turn presumably paid some to Mr. Davis, and we 
turned that information over. Those were just reports at that time 
not yet verified. 

Mr. DeWinp. That is, this information was in the nature of an un- 
developed lead ? 

Mr. Hecxerr. That is correct. 
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Mr. DeWinp. Let me understand. Was this information you 
received directly from these Chinese that they had paid money ? 

Mr. Heckerr. That is true. But they testified that they paid it to 
the Chinese who in turn presumably paid it to Mr. Davis. 

Mr. DeWinpv. You say “presumably”; why do you say that ? 

Mr. Heckerr. Because none of the Chinese would admit having 
paid directly to Mr. Davis. 

Mr. DeWrxp. Did you have any information indicating that 
moneys had been received by Mr. Davis? 

Mr. Hecxerr. Yes. In June 1948, I had gone to Mr: Davis’ office 
with another investigator from my office, and at that time Mr. Davis 
had admitted to us that he had received $400 from a particular Chinese 
out of a fee, which the Chinese had told us was $1,400. When we 
finally did locate the documentary evidence of the amount of money 
the Chinese himself had received from his friend back in Michigan— 
it was a Western Union money order—that money order was in the 
amount of $2,500. So actually to this day I don’t know just how much 
Mr. Davis actually did get 

Mr. DeWinp. But you had indications which led you to report to 
the Intelligence Unit that possibly Mr. Davis had received shares in 
these fees? 

Mr. Hecxerr. That is correct. 

Mr. DeW inv. What other information did you turn over to the 
Intelligence Unit, if any? 

Mr. Heckertr. Sometime, I think, in 1950, we received a report that 
Mr. Davis shared in a large fee involving the release of property by the 
Alien Property Custodian of someone related to the ricks and 


Krupps of Germany, and the original report which we had received 


indicated that Mr. Davis received a rather large sum there, and I made 
an oral report of that matter. 

Mr. DeWrxpn. To whom did you make these reports ? 

Mr. Heckerr. That is rather difficult to say. Naturally during the 
period I had many other cases under investigation, and I made fre- 
quent reports to different agents, and I know the names of some of 
them to whom I made reports, but I am unable to state exactly to 
which agent I gave which particular information. 

Mr. DeWrnp. Can you identify the agents to whom you gave the 
reports without identifying which particular report you gave to each ¢ 

Mr. Hecxerr. Yes. My first report, [ am pretty certain, was to 
Forest Metlar. Later on I made further reports to him and also made 
reports to Agents Lund and Whiteside. 

Mr. DeWrnp. You mentioned two reports that you made. The 
first was in May of 1949, and when was this second report that you 
mentioned ‘ 

Mr. Hecxerr. The second one was sometime in 1950. It was before 
the Davis trial in December, but I am unable to fix the exact time. 

Mr. DeWrnp. Were there other reports you made? 

Mr. Hecxerr. Yes, sir; there were. 

Mr. DeWinp. Could you describe those, please, and when they took 
place ¢ 

Mr. Heckerr. You mean just regarding the Davis matter? 

Mr. DeWrnp. Yes. 

Mr. Heckerr. In October 1950 I made a further report, more or 
less of a general nature, in which I mentioned that certain sums of 
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money had apparently been received by Davis or had been reported to 
have been received by Davis in connection with several criminal cases 
he had in which he was defense counsel. One of them was concerning 
an Iranian student whom he defended in a murder trial in Berkeley, 
I think, and there was another case, the Talle murder case, in San 
Jose, in which a fee of approximately $60,000 was supposed to have 
been promised. There may have been others but that is all that I recall 
at this point. 

Mr. Curtis. May I ask something at this point ? 

Chairman Kine. Mr. Curtis. 

Mr. Curtis. This information you gathered concerning the proba- 
ble income of Mr. Davis, was it information that came to you entirely 
orally, or in the course of your investigation did you see checks, drafts, 
money orders, receipts, or other evidence of payment ¢ 

Mr. Hecxrrr. We did see several checks, for instance, the Western 
Union money order which was not paid directly to Davis, for $2,500. 
Then there was a cashier’s check of $1,000, which a Marysville Chi- 
nese had paid, also to the Chinese who was working with Mr. Davis. 

Mr. Curtis. What was that Chinese’s name? 

Mr. Hecxerr. That was William Wong. That was the name he 
used for passport purposes. 

Then there was another Chinese, Lu Tei, who exhibited, I think, 
two checks totaling approximately $1,000, which were also paid to 
Davis’ Chinese associate. Then there was a check, I believe, for 
$2,000, which a man named Jack Golub had turned over to one of 
our investigators. 

Mr. Curtis. To whom was that check payable ? 

Mr. Hecxerr. That was payable direct to Mr. Davis. And there 
were several other reports dealing with checks. There was one I think 
for $29,000. I didn’t see the check myself, but it was mentioned to 
me, and I believe that check used to be m the United States attorney’s 
office. 

Mr. Curtis. Do you know who that check was from ? 

Mr. Hecxerr. It was from some trust company, possibly Fiduciary 
Trust. Iam inclined to think that was the name of it. Iam not sure, 
though. 

Mr. Curtis. Did you find any supporting evidence in reference to 
the $60,000 item ? 

Mr. Heckerr. No connection, but I did find out that a Cadillac au- 
tomobile was transferred over to Mrs. Davis’ name shortly after the 
Talle trial, and that car had formerly belonged to Talle. 

Mr. Curtis. You were not directly charged with continuing and 
carrying out in detail any tax investigations ¢ 

Mr. Hecxerr. No, sir; it is not within my province. 

Mr. Curtis. So you gave these reports, evidence, or whatever it 
was, to the Bureau of Internal Revenue, so they might, if they were 
so disposed, follow through and get all the evidence available on the 
tax angle ¢ 

Mr. Hecxerr. That is correct, sir. 

Mr. Curtis. And the manner in which you handled this, by fre- 
quently reporting orally to them, that was the customary practice, 
was it? 

Mr. Hecxerr. That is correct. 
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Mr. Curtis. And your regulations do not call for a documented 
written report on such matters ¢ 

Mr. Hecxert. Not in all instances; no, sir. 

Mr. Curtis. Because it is for the purpose of investigation, and 
that they might have those leads so that they might conduct the 
investigation that the situation would warrant / 

Mr. Hecxerr. Yes; that is correct. 

Mr. Curtis. That is all, Mr. Chairman. 

Mr. Byrnes. Did you mention who the associate of Mr. Davis was, 
the Chinese associate ? 

Mr. Hecxerr. I didn’t mention it here today. It was Dickson Lee. 

Mr. Byrnes. Where is he now? 

Mr. Heckerr. I believe he is still in the Federal Penitentiary at 
MeNeil Island. He was convicted in December 1950. 

Mr. Byrnes. And it was to this Dickson Lee to whom many of the 
checks and money orders were made payable, is that correct ? 

Mr. Heckerr. That is correct; yes, sir. 

Mr. Byrnes. And there was some evidence that some of the money 
that got into Dickson Lee’s hands eventually reached Mr. Davis? 

Mr. Hecxerr. That is correct; yes, sir. 

Mr. DeWrnp. Mr. Hockert, if this is a fact, I think it is important 
to note it here specifically. All of this information was in the nature 
of undeveloped leads; is that right? 

Mr. Hecxert. Originally that is true. Before the trial was com- 
yleted we did have certain checks which naturally showed that money 
Pad changed hands, and there were a few that were shown to have 
been cashed by Mr. Davis, particularly the one from Mr. Golub. 

Mr. DeWrnp. The point I want to make is this: So far as any 
possible underreporting of income by Mr. Davis was concerned, these 
were simply undeveloped leads ¢ 

Mr. Hecxert. That is true. 

Mr. DeWinp. They did not prove that any income was not reported ? 

Mr. Hecxerr. That is true. 

Mr. Byrnes. How much was the Golub check ¢ 

Mr. Hecxerr. I think $2,000, 

Mr. Byrnes. And that showed that Mr. Davis did receive that 
money ‘ 

Mr. Hecxerr. Yes; it was endorsed by him on the back. 

Mr. Byrnes. Was there any other that showed the direct payment 
to Mr. Davis that you can recall? 

Mr. Hecxerr. That is the only one that I can recall. 

Mr. DeWinp. Mr. Heckert, to your knowledge, did any other in- 
vestigators of the Immigration and Naturalization Service give in- 
formation concerning moneys received by Mr. Davis to the Intelligence 
Unit ! 

Mr. Heckertr. Yes. Investigator Adams made some reports; I be- 
lieve one written one. 

Mr. DeWinp. I beg your pardon ? 

Mr. Hecxkerr. Investigator Adams—Leonard Adams. 

Mr. Curtis. Mr. Chairman, I have just one more question in that 
connection. 

Chairman Kine. Mr. Curtis. 

Mr. Curtis. Over what years would this income fall ? 
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Mr. Curtis. 1947, 1948, 1949—and 1950. I think one of the murder - 
trials was in 1950. 

Mr. DeWrnp. Mr. Chairman, in the file of the Intelligence Unit 
under the name “George 'T. Davis” there is a memorandum dated 
May 13, 1949, from Frank A. Wegner, special agent, to Anthony 
Sherman, special agent, reciting certain information received from 
Mr. Leonard L. Adams, of the Immigration Service, and Mr. E. Wells 
Bailey, of the United States Department of State, and transferring 
this information to Mr. Sherman. 

May this memorandum be made part of the record here, Mr. 
Chairman ? 

Mr. Kean. How about reading it? 

Mr. Byrnes. Yes; I think it should be read. 

Mr. Curtis. Who is Mr. Sherman ¢ 

Mr. DeWinp. Special agent, Intelligence Unit, Bureau of Internal 
Revenue. 

This memorandum is addressed to Anthony Sherman, special agent, 
Intelligence Unit, Treasury District No. 14, San Francisco, Calif. 
It is entitled “Memo.” 

On May 12, 1949, Mr. Leonard L. Adams, of the Immigration Service, and Mr. 
E. Wells Bailey, of the United States Department of State, called at this office 
and stated that they had information that Mr. George T. Davis, attorney, 2000 
Russ Building, San Francisco, was being paid large amounts in currency in aid- 
ing Chinese to enter the United States illegally. They allege that one such pay- 
ment of $1,000 was received within the last 10 days. 

Mr. Davis was formerly connected with the San Francisco County district at- 
torney'’s office. The oflicers will attempt to locate any bank accounts that Mr. 
Davis might have, and they will phone us when they get this information. 


Signed “Frank A. Wegner, special agent.” 


The next document in this file, Mr. Chairman, is a memorandum 
dated May 16, 1949, to Special Agent Anthony Sherman, from Frank 
A. Wegner, special agent, which reads as follows: 

There is assigned you herewith, for preliminary investigation and report, the 
allegations regarding possible violation of income taxes on the part of above- 
named person, as set forth in the attached memo. 

Signed “Frank A. Wegner, special agent.” 

The attached memorandum is the first memorandum of May 13 that 
} just read. 

Mr. Currts. When was the first report made by you or someone 
working with you, to the Bureau of Internal Revenue ? 

Mr. Hecxkerr. It was during May 1949. 

Chairman Krve. If there is no objection to making the material 
just described by counsel part of the committee’s record, it is so 
ordered. 

Mr. Kean. What was this man in jail for; for helping Chinese to 
come in illegally ? 

Mr. Hecxert. For helping them to get false evidence of citizenship, 
and then United States passports which they used to go to China and 
return. 

Mr. Kean. So he is in jail in line with the matters that we are 
talking about now? 

Mr. Hecxerr. Yes. 

Mr. Curtis. About how many individual Chinese were involved in 
the allegations of obtaining false citizenship, and also in getting pass- 
ports to China and return! 





INTERNAL REVENUE INVESTIGATION 2967 


Mr. Hecxerr. We found record of 21 applications for delayed cer- 
tificates at Sacramento, and 17 of those resulted in passport applica- 
tions on which passports were issued. 

Mr. Curtis. Did you investigate those 17 people ¢ 

Mr. Heckerr. Yes, sir. That is to say, we tried to find all of them. 
We only found nine of them. We are still looking for some. We be- 
lieve that some are still in China. 

Mr. Curtis. Do you know whether any of them are Chinese Com- 
munists ? 

Mr. Hecxerr. That I do not know. 

Mr. Byrnes. Did it appear that the so-called associate of Mr. Davis 
had interested himself in all of the nine cases that you did find? 

Mr. Hecxerr. Yes. Both Mr. Davis and Mr. Lee admitted in court 
during the trial that they had done something in connection with each 
of those cases. 

Mr. Byrnes. Each of the nine? 

Mr. Hecxerr. Yes, sir. 

Mr. Byrnes. What about the other eight cases that made up the 17? 

Mr. Hecxerr. They admitted, in fact Davis admitted in court 
that the letters in the file which we found in Sacramento were pre- 

ared under his supervision by his secretary on his typewriter, and 
Sat admitted in court that he prepared the money orders and certain 
other phases of the paper work in the cases. 

Mr. Byrnes. That is the 17? 

Mr. Hecxerr. Yes, sir; all of them. 

Mr. Byrnes. Were they also interested in the other three? 

Mr. Hecxerr. The other four. 

Mr. Byrnes. The other four? 

Mr. Hecxerr. Yes, sir. 

Chairman Kine. Proceed, counsel. 

Mr. DeWrnp. Mr. Heckert, did you ever inquire as to what investi- 
gation was made of these matters you turned over ? 

Mr. Hecxerr. Yes; I did. 

Mr. DeWinpv. When did you make such inquiry ¢ 

Mr. Hecxerr. I believe the last time was fairly recently, in 1951, 
and at that time I was told that there was no open jacket on it. 

Mr. DeWrnpv. How often did you inquire about it; do you re- 
member ¢ 

Mr. Heckerr. I would say about once every 6 months or so. 

Mr. DeWinp. That is starting in 

Mr. Heckerr. Let’s say December 1950. 

Mr. DeWinp. You have made two or three inquiries; is that right? 

Mr. Hecxerr. That is correct. 

In other words, we turned over certain information and later on, 
whenever I happened to contact one of the agents to whom I had pre- 
viously talked, | would ask him if there was anything doing in the 
Davis matter. 

Mr. DeWinv. No formal written inquiry was ever made by the Im- 
migration Service? 

Mr. Hecxerr. It is not within our province. 

Mr. Byrnes. Mr. Chairman. 

Chairman Kine. Mr. Byrnes. 

Mr. Byrnes. When did this case go to trial 
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Mr. Hecxerr. The Davis trial? 

Mr. Byrnes. Yes. 

Mr. Hecxerr. December 4, 1950. 

Mr. Byrnes. You started building that case, as I understand it. in 
1949? 

Mr. Hecxerr. Actually in 1948. 

Mr. Byrnes. In May 1949 you turned certain information over to 
the Internal Revenue Bureau? 

Mr. Hecxerr. That is right. 

Mr. Byrnes. If the Internal Revenue Bureau had developed the 
authenticity of the receipt of certain income, would that have been 
helpful in the trial of the case—in December ¢ 

Mr. Hecxerr. It would have, if it had tied a direct payment of 
money from one of the Chinese coconspirators to Mr. Davis, and that 
is principally my interest in the matter. 

Mr. Byrnes. Did you do anything which would lead the Internal 
Revenue Bureau to believe that they could be of help to you if they 
pursued their investigation of the income-tax matter, so that you 
might also obtain information in that way ¢ 

Mr. Hecxerr. Yes, sir. 

Mr. Byrnes. You did pass that information on to the Internal 
Revenue Bureau on people you contacted / 

Mr. Hecxerr. Yes, sir. 

Mr. Byrnes. But you never heard anything from them as to any 
information they developed ¢ 

Mr. Hecxerr. No, I did not. 

Mr. DeW inp. Mr. Heckert, is it not the practice of the Immigration 
Service in cases of that kind to make written requests or to transmit 
information in writing? 

Mr. Heckxerr. Not to the Internal Revenue Bureau, as a rule. 

Mr. DeWinp. But you recall distinctly giving this information 
to the two special agents you mentioned and telling them that investi- 
gation of those matters might be helpful to your investigation 

Mr. Hecxerr. I made several reports of that nature, but I do not 
recall right now to which particular agent I gave which information. 

Mr. DeWixp. Mr. Heckert, are you familiar from your investiga- 
tion in the Davis matter with the manner in which the case was handled 
by the Office of the United States Attorney ? 

Mr. Hecxerr. To some extent, yes, sir. 

Mr. DeWinp. There has been testimony here concerning the delay 
that ensued once the report was sent by the Immigration Service to 
the United States attorney in bringing the case before a grand jury. 

Are you familiar with that? 

Mr. Hecxerr. To some extent, yes, sir. 

Mr. DeWinv. Did you take up the reports on that matter with the 
United States attorney’s office during the period that the report was 
before the United States attorney ? 

Mr. Hecxerr. My office wrote several letters between the date of the 
first presentation and the date of the final, that is, the actual indict- 
ment. 

Mr. Byrnes. When was the first presentation ? 

Mr. Hecxerr. The first presentation in which Mr. Davis’ name was 
mentioned in our letter to the United States attorney was, I think, in 
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June of 1948, but at that time Mr. Davis was not included in the in- 
dictment. 

Mr. Byrnes. But in June 1948 you advised the United States at- 
torney’s office that there was a possible case against Mr. Davis; is that 
right? 

{r. Heckerr. That is correct; yes, sir. 

Mr. Byrnes. Did you make a recommendation to them for certain 
action on their part? 

Mr. Hecxerr. No. In that connection I perhaps should say that 
it. is our duty to report violations which come to our attention to the 
United States attorney for his decision as to whether or not criminal 
prosecution should be instituted. 

Mr. Byrnes. But you did state to the United States attorney that 
in your judgment there had been a violation ? 

Mr. Heckxerr. We reported what we believed to be violations; yes, 
sir. 

Mr. Byrnes. That was in June of 1948? 

Mr. Hecxerr. That is correct. 

Mr. Byrnes. Do you know what happened to that first report ¢ 

Mr. Hecxerr. It resulted in the indictment, first, of one Chinese, 
and then later this same Chinese together with two others. 

Mr. Byrnes. I am talking about the June 1948 report concerning 
Mr. Davis. 

Mr. Heckerr. That is the one which resulted in the indictments. 

Mr. Byrnes. When was that indictment returned ? 

Mr. Hecxerr. Well, either June or July 1948, and the second in- 
dictment was in August 1948. 

Mr. Byrnes. Those indictments related to individual Chinese? 

Mr. Heckerr. That is right, to Donald Jack Lum and to Dickson 
Lee and James Wong. They have other names besides the ones I have 
given. 

Mr. Byrnes. What was the next thing that happened ? 

Mr. Hecxert. The next time that a report was made in which Mr. 
Davis was named was in 1949, and what we call the master report was 
September 12, 1949. 

Mr. Byrnes. What do you mean by a master report ? 

Mr. Heckerr. That was the first report in which we mentioned a 
group of cases. In the beginning we only knew of one. Later our 
investigation there disclosed that there had been others, and then we 
made a master report in which we reported all of the cases. I think 
there were 20 in there, either 19 or 20, in which our investigation indi- 
cated there was some work done by Mr. Davis and some by Mr. Lee 
in behalf of the 20 or so Chinese. 

Mr. Byrnes. In other words, that was really the first time that a 
complete report on the activities of Mr. Davis in connection with this 
large group of Chinese was made to the United States attorney’s 
office ? 

Mr. Hecxerr. That is correct. 

Mr. Byrnes. What happened to that report ? 

Mr. Hecxerr. As far as I know, it remained in the United States 
attorney’s office, and nothing happened to it, and that is why follow- 
up letters were written. 

Mr. Byrnes. Do you know whether the case was ever assigned to 
any attorney in the office ? 





2270 INTERNAL REVENUE INVESTIGATION 


Mr. Hecxerr. Yes; it was assigned, I believe, in June 1950. 

Mr. Byrnes. I mean before that. Did you have any information 
that it had been assigned to somebody in the office prior to June of 
1950? 

Mr. Hecxertr. No; I did not. 

Mr. Byrnes. And as I understand it, several letters were written 
between September 12, 1949, and June 1950 from your office inquiring 
as to the status of the case? 

Mr. Hecxerr. That is correct. 

Mr. Byrnes. When did you write the first letter after September 
12, 1949? 

Mr. Hecxerr. I think January 1950. 

Mr. Byrnes. What reply did you get to that letter ? 

Mr. Hecxerr. Actually that letter was not written by me. That 
was written in our Adjudication Division, which has responsibility 
of keeping in touch with the United States attorney’s office, but [ 
did see the letter. As far as I know, no written response was ever 
made to that letter. 

Mr. Byrnes. Did you check from time to time with the Adjudication 
Division to find if there had been a reply? 

Mr. Hecxerr. Yes. 

Mr. Byrnes. And what were you advised ? 

Mr. Hecxert. I was told that there was no reply. 

Mr. Byrnes. Have you ever checked the records of the Adjudications 
Division to find whether there might in fact have been a reply? 

Mr. Hecxerr. I did not go through their files, but I am satisfied 
that there was no reply, that is, no written reply. 

Mr. Byrnes. Do you know whether they had any reply in any 
form? 

Mr. Hecxerr. No; I do not. 

Mr. Byrnes. Who, over in the Adjudication Division, would have 
had charge of that correspondence and keeping in touch with this case 
once it was submitted to the United States attorney’s office? 

Mr. Hecxerr. Mr. Lloyd Gowen. 

Mr. Byrnes. How do you spell it? 

Mr. Heckert. G-o-w-e-n. 

Mr. Byrnes. When you inquired concerning the status of the case, 
he advised you that he had heard nothing? 

Mr. Hecxerr. He told me that there had been no written reply 
received, and that was the reason for a third follow-up letter later. 

Mr. Byrnes. Do vou know what he meant when he limited it to a 
written reply ? 

Mr. Heckerr. No. Maybe I didn’t make myself clear. T believe 
that Mr. Gowen discussed the matter with someone in the United 
States attorney’s office, but as far as a written reply is concerned, there 
was no written reply. 

Mr. Byrnes. Did he tell you what that discussion consisted of and 
what he was told about the case ? 

Mr. Hecxerr. Only that he wasn’t making any headway in getting 
the case presented. 

Mr. Byrnes. That Gowen was not, or that the United States attorney 
was not? : 

Mr. Heckerr. Gowen was not. 
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Mr. Byrnes. In other words, he was not receiving very much en- 
couragement from the United States attorney ? 

Mr. Hecxkerr. That is correct. 

Mr. Byrnes. Who was the United States attorney at that time? 

Mr. Hecxerr. Mr. Frank Hennessy. 

Mr. Byrnes. Then another letter was written / 

Mr. Heoxerr. Yes, sir. 

Mr. Byrnes. When was that written / 

Mr. Heckerr. Early in June 1950. 

Mr. Byrnes. Who was that written by? 

Mr. Hecxerrt. I believe that was written by the district director, 
Mr. Barber. 

Mr. Byrnes. Is he the one that usually writes to the United States 
attorney’s office to inquire about the status of the cases ? 

Mr. Hecxerr. No. It is usually the Chief of the Adjudication Divi- 
sion, otherwise known as the District Adjudications Officer 

Mr. Byrnes. Do you know why the district director w wrote this 
letter ¢ 

Mr. Heckert. Because it had been called to his attention that the 
statute of limitations had run on some of the violations, and was about 
to run on the others. 

Mr. Byrnes. Do you know why he would be the one that would sign 
this letter, rather than Mr. Gowen over in the Adjudications Division ? 

Mr. Hecxerr. Yes. I believe that the answer was because Mr. 
Barber was concerned that there had been no action. 

Mr. Byrnes. So they thought that the top boss had better start 
writing, is that it / 

Mr. Hecxert. That is right. 

Mr. Byrnes. Are these the letters, Mr. Counsel, that we had put in 
the record the other day ¢ 

Mr. DeWrinp. That is right. Mr. Byrnes, they are. 

Mr. Byrnes. Mr. Gowen is the man in charge of the Adjudications 
Division ¢ 

Mr. Heckert. No. At that time he was assistant district adjudica- 
tions officer, and the adjudications officer was frequently absent, and 
in the District Adjudication Officer’s absence, Mr. Gowen would act in 
his capacity. 

Mr. Byrnes. Mr. Gowen was the man in that office that had particu- 
lar charge of following up on this case, was he? 

Mr. Heckxerr. Not only on this case, but on other cases involving 
possible criminal prosecution. 

Mr. Byrnes. I mean he did personally take action in connection 
with this particular series of cases ? 

Mr. Hecxerr. Yes. 

Mr. Byrnes. And he was the contact man between the Immigration 
and Naturalization Service and the United States attorney’s office on 
this case ¢ 

Mr. Heckerr. Yes, sir. 

Mr. Byrnes. Is he still here? 

Mr. Heckert. He is still in the service, yes, sir. 

Mr. Byrnes. Is he still in this area ¢ 

Mr. Hecxerr. Oh, yes. 

Mr. Byrnes. What is his title now? 
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Mr. Hecxerr. I believe hearing examiner. Anyway, it has to do 
with warrant hearings. 

Mr. Byrnes. That is all, Mr. Chairman. 

Chairman Kine. Proceed, Mr. Counsel. 

Mr. DeWinpv. Mr. Heckert, while these reports were before the 
United States attorney’s office, the information that had been turned 
over to the Intelligence Unit was still pending, is that right ¢ 

Mr. Hecxerr. That is my understanding. 

Mr. DeWinp. Would an income-tax investigation of the informa- 
tion that you had given, if it had established receipt of these moneys, 
reports of which you had turned over, have been helpful in the develop- 
ment in your case ¢ 

Mr. Hecxerr. Yes. If it had shown a receipt of money by Davis 
from a Chinese. 

Mr. DeW inp. Then the investigation by the Intelligence Unit that 
you had suggested was a matter that had an important bearing upon 
the successful investigation of your case ¢ 

Mr. Hecxerr. It could have had, yes, sir. 

Mr. DeWinp. But no specific request was made by the Immigration 
Service to the Bureau of Internal Revenue to make such an investiga- 
tion? Or let me put it differently; no formal request in writing was 
made for that investigation ? 

Mr. Hecxerr. No formal request in writing, no. But I did talk to 
someone in the Intelligence Unit in October 1950 at which time I made 
that specific request. 

Mr. DeWrnp. To your knowledge did the Office of the United States 
Attorney ever request a collateral income-tax investigation ? 

Mr. Heckxerr. Yes. It was at the request of the United States at- 
torney’s office that I went to the Intelligence Unit in October. It was 
at the specific request of an assistant United States attorney. 

Mr. DeWrnp. Which assistant United States attorney was that ? 

Mr. Hecxert. Mr, O'Gara. 

Mr. DeWrnp. Mr. O’Gara requested you to go to the Intelligence 
Unit and seek a collateral-tax investigation ? 

Mr. Hecxerr. If possible, and also to try to get copies of Davis’ 
return, if possible. 

Mr. DeWinv. Did you request copies of Mr. Davis’ return ¢ 

Mr. Hecxerr. I did. 

Mr. DeWinp. Did you get them? 

Mr. Heckerr. No, I did not. 

Mr. DeWinp. Did you get any reply to your request ? 

Mr. Hecxerr. I was told at the time that it was against the law for 
anyone to release an income-tax return, even to the United States 
attorney, without prior approval from the Attorney General. 

Mr. DeWrnp. Was any effort made to take the steps necessary 
to obtain the information ? 

Mr. Hecxerr. Yes. Mr. O’Gara, I understand, later wrote to the 
Attorney General’s office, and the Attorney General did grant permis- 
sion for the returns to be turned over to the United States attorney 
during the trial. 

Mr. Byrnes. Do I understand that he refused, however, to let you 
see the returns prior to the trial? 

Mr. Hecxerr. That is correct. 
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Mr. Curtis. Had you ever been engaged in the investigation and 
preparation of trial of similar cases where a request has gone forth 
to the Attorney General to make available tax returns for your work 
in that case? 

Mr. Hecxertr. During the war, I had one case which did not involve 
criminal prosecution, in which we had through the Attorney General’s 
office received access to income-tax returns. 

Mr. Curtis. And did that access to those returns come in time so 
that you could use that information in your investigation ? 

Mr. Hecxerr. During the war; yes. 

Mr. Curtis. Do you know of any other cases in your own personal 
= ? 

Mr. Hecxerr. No; I do not. 

Mr. Curtis. Was any particular reason given for not permitting 
you to have these returns in time to investigate anything that might 
be pertinent thereto ? 

Mr. Hecxert. I was told at the Internal Revenue office that first it 
was against the law, and second that they just dare not do it because 
of that factor. 

Mr. Curtis. But was any reason given by the Attorney General’s 
office for limiting your access to those records to the period of the 
trial? 

Mr. Hecxert. I didn’t see the letter from the Attorney General to 
the United States attorney’s office at all. All I know is that the 
returns were produced during the trial. 

Mr. Curtis. And you would have liked to have had them for your 
preparation of the trial? 

Mr. Heckerr. I would have; yes. 

Mr. Currts. And in the other case that you were connected with 
during the war, not a criminal case, but another matter, the Attorney 
General’s office did give you such service? 

Mr. Hecxerr. That is correct. 

Chairman Kine. Was not Mr. O’Gara aware that it would have 
been a violation of the Federal law to have supplied you with the 
income-tax returns of any citizen? 

Mr. Hecxerr. I don’t know. 

Chairman Ktne. Did you know that it would have been unlawful, 
Mr. Heckert ? 

Mr. Hecxerr. I had been told that it would have been unlawful 
for me to see the return: yes, sir. But for criminal-prosecution pur- 
poses, there have been other instances, I believe, in which information 
from income-tax cases was used. 

Chairman Kine. Going through the proper channels and having 
the proper authority ? 

Mr. Hecxert. Yes, sir. 

Chairman Kine. But not just walking over to the Bureau of Inter- 
nal Revenue and asking for the return of a taxpayer? 

Mr. Hecxerr. No. But before you ask for information, you 
usually try to find out whether it is going to be any good. 

Chairman Krne. I see. 

Mr. Kean. When actually did you first have access to the return? 
You say during the trial. Was that the day that the judge called 
the jury, before the jury was chosen, or when was it? 
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Mr. Hecxerr. It was some days later. It was some days after the 
trial was opened. 

Mr. Kean. It was in the middle of the trial. Your statement is 
that you were not allowed to see those returns until during the middle 
of the trial? 

Mr. Hecxerr. It was during the trial. 

Mr. Kran. During the trial. 

Mr. Hecxerr. Yes; it was while the trial was in progess. 

Mr. Kean. You did not have them there the day the trial opened / 

Mr. Hecxerr. No, sir. 

Mr. Curtis. You not only did not have his returns, but by that time 
the Bureau people had not conducted an investigation in reference to 
the information you had turned over to them? 

Mr. Hecxerr. To my knowledge they had not done any investiga- 
tion. 

Mr. Curtis. Both of these items would have been of material help 
to you? 

Mr. Hecxerr. I felt they would have. 

Mr. Currts. That is what I mean, in your opinion it would have 
been material. 

Mr. Hecxerr. Yes. 

Mr. Byrnes. Up to December 1950, at the time of the trial, did you 
inquire of the special agents to whom you had made the earlier request 
for an investigation as to whether they had made any investigation at 
all? 

Mr. Hecxerr. Yes. 

Mr. Byrnes. And what were you informed ? 

Mr. Hecxerr. I was told that no investigation had been made. 

Mr. Byrnes. When was the last time you asked them about whether 
an investigation had been made? 

Mr. Heckerr. You mean the last time before the trial? 

Mr. Byrnes. Yes. 

Mr. Hecxerr. It was in October 1950. 

Mr. Byrnes. And they never did communicate to you any infor- 
mation concerning whether or not they had made an investigation or 
whether or not they developed any information that might be helpful 
to you? 

Mr. Hecxerr. That is correct. I will say this, however. They told 
me that they had no objection to my making an investigation. I asked 
whether anything I might do would interfere with anything that they 
might possibly want to do, and I was told no, that I could go ahead. 

Mr. Byrnes. But that they were not doing anything themselves? 

Mr. Hecxerr. That is correct. 

Mr. DeWrnv. Mr. Heckert, I have here a copy of what is described 
as a special confidential report, prepared by you, dated October 16, 
1950, dealing with a convention you had with representatives of the 
Intelligence Unit. Let me show you this report, Mr. Heckert, and see 
if it refreshes your recollection on the inquiry you made of the Intelli- 
gence Unit. 

Mr. Hecxerr. Yes. 

Mr. DeWinpv. With whom did you confer at the Intelligence Unit 
on October 16, 1950? 

Mr. Hecxerr. Mr. Davies and Mr. Lund. 
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Mr. DeWinp. And what report did you get from them concerning 
the income-tax investigation / 

Mr. Hecxerr. At that time I was told that there had been a pre- 
liminary check made which didn’t go outside the office, and which 
didn’t seem to indicate anything wrong, but that they had not done 
any outside investigation. 

Mr. DeWinp. If you would look at the second page of this report ? 

Mr. Hecxerr. Yes; I know what it says. I said here that his office 
did make a preliminary investigation regarding Davis’ income-tax 
returns, and disclosed no serious income-tax evasion. But that merely 
meant checking of the returns themselves in the office, the way | 
understood. 

Mr. DeWinp. And Mr. Davies or Mr. Lund reported to vou that 
no serious tax evasion had been found; is that right ¢ 

Mr. Hecxerr. That is right. On the basis of the returns them- 
selves inside the oflice. 

Mr. DeWinp. This was October 1950? 

Mr. Heckerr. That is correct. 

Mr. DeWinp. At that time they told you that no investigation was 
pending ¢ 

Mr. Heckerr. That is correct. 

Mr. Curtis. And who told you that! 

Mr. Heckerr. Mr. Davies, the Chief of the Intelligence Unit. 

Mr. Currts. Mr. Counsel, is the chief’s title special agent in charge 
of the Intelligence Unit ? 

Mr. DeWinp. Yes. 

Was Mr. Davies the special agent in charge in October 1950? 

Mr. Hecxerr. He told me he was. 

Mr. DeWrnp. Yes; he was special agent in charge in October 1950; 
that is correct, 

Mr. Curtis. Who was special ggent in charge, if you know, Mr. 
Counsel, in June 1949 / 

Mr. DeWinp. I think Mr. Ralph Read was special agent in charg: 
in San Francisco. 

Mr. Heckert, can you state, with or without this document, what 
specific information you requested from the Bureau at that time, and 
what reply they gave you / 

Mr. Hie KER’. At that. particular time—I better take a look at it— 
I asked specifically whether an investigation was being conducted by 
the Intelligence Unit as to possible “eriminal prosecution against 
George T. Davis on income-tax evasion charges; second, with what 
banks Davis dealt or had accounts; third, with what oil companies 
Davis had credit; and fourth, whether income-tax returns by Davis 
or Dickson Lee showed who was employed by either; and fifth, would 
they assist in solving the Retailers Credit Association code as to 
subscribers. 

Mr. DeWrnp. Did Mr. Davies give you any of the information that 
you requested, other than the item that you have just mentioned, that 
he reported that there had been a preliminary investigation within 
the oftice which disclosed no serious tax evasion ¢ 

Mr, Hecxerr. He told me he felt that he did not dare to give me 
the information as to banks. He did say that the file reflected no 
report on credit with oil companies, and nothing regarding names 
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of employees, and also that his office had no information about the 
code. 

Mr. Currts. And what did he say about whether or not there was 
evidence to indicate that they should conduct their own income-tax 
investigation with reference to Mr. Davis? 

Mr. Hecxerr. He said at that time that preliminary check did not 
indicate that there had been any large income-tax evasion. 

Mr. Curtis. This document that you have looked at to refresh your 
memory, that isa memorandum from your office ? 

Mr. Hecxerr. That was prepared by me as a result of the interview 
I had with Mr. Davies. 

Mr. Curris. You were present and you had it direct from Mr. 
Davies, and not somebody for him ? 

Mr. Hecxerr. That is right. 

Mr. Curris. When was that? 

Mr. Heckert. That was on October 9, 1950, the date of my inter- 
view with Mr. Davies. 

Mr. Curtis. Did Mr. Davies tell you at that time that files in his 
office then showed a discrepancy between figures obtained in their 
search of bank records and figures in Mr. George T. Davis’ income- 
tax return for the years 46, 47, and *48? 

Mr. Heckerr. No; he did not tell me. 

Mr. Currts. He did not reveal to you that he had such information 
in writing since June 8, 1949? 

Mr. Heckert. He did not. 

Mr. Curtis. That is all. 

Mr. DeWrnp. I have no further questions of Mr. Heckert. 

Mr. Byrnes. Mr. Chairman. 

Chairman Kine. Mr. Byrnes. 

Mr. Byrnes. I would like to go back just a little bit, Mr. Heckert, 
to the operations of the United States attorney’s office. We have had 
some testimony concerning that operation, and the conduct of the trial 
the day before. It is my understanding that from September 12, 1949, 
to June 1950, no action was taken by the United States attorney’s office 
on the information submitted to them by you on September 12; is that 
correct ? 

Mr. Hecxerr. That is correct. 

Mr. Byrnes. Did anything happen during that period which in any 
way jeopardized the subsequent prosecution of the case ? 

Mr. Hecxert. Some of the violations were outlawed by the statute 
because it was over 3 years after the offense had been committed. 

Mr. Byrnes. Do I understand that there were about nine cases in- 
volved in all? 

Mr. Hecxert. Yes. 

Mr. Byrnes. How many of those were outlawed, that is, individual 
cases ¢ 

Mr. Hecxerr. I think all except three. 

Mr. Byrnes. In other words, you started out with nine and you 
ended up with three? 

Mr. Hecxerrt. That is correct. 

Mr. Byrnes. Did anything else operate to prejudice the Govern- 
ment’s case because of the delay ? 

(No response. ) 
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Mr. Byrnes. I understand there is some question about obtaining 
certain records which you were not able to obtain after the middle of 
1950 from the bureau of vital statistics. Is there anything to that? Do 
you know anything about that ? 
~ Mr. Hecxerr. Do you mean the bureau of vital statistics? 

Mr. Byrnes. Yes. 

Mr. Hecxerr. In that connection when we first examined the records 
of the bureau of vital statistics at Sacramento, the delayed birth cer- 
tificate files were comple te with all cor respondence, Shortly before 
the trial, what we call the pretrial investigation, we went back to 
Sacramento, and to our surprise everything had been destroyed except 
the delayed birth certificate itself, which consisted in front of the 
registrant’s affidavit, and on the back purported affidavits of support- 
ing witnesses, which in these instances were mostly forged. 

Mr. Byrnes. So that the original evidence relating to some of these 
cases was destroyed between the time that you made your investiga- 
= and the time that you or the United States attorney’s office con- 

acted them again in preparation for the actual trial? 

Mr. Hecker. That is correct. 

Mr. Byrnes. Did the inability to use original evidence instead of 
photostats have anything to do with the « ‘onduct of the trial ? 

Mr. Hecxerr. Yes. It made it ne essary for us to, let us say, sub- 
pena quite a large number of witnesses, including the photographer 
who had photographed the original documents, and we also called 
someone from the office of the State director of public health to show 
just how this destruction of records came about, and so forth. 

Mr. Byrnes. Is my understanding correct that, because you did not 
have the originals in some instances, you could not show the forgery 
because it would be impossible to have a handwriting expert compare 
a signature taken from a photostat ¢ 

Mr. Heckert. That is correct. 

Mr. Byrnes. As I understand it, there was another item in that 
trial which had the tendency to possibly prejudice the Government's 
case, and that related to the matter of the interpreter used. Can you 
give us information concerning that? 

Mr. Heckerr. Yes. 

Mr. Byrnes. Could you tell us that story / 

Mr. Hecxerr. The interpreter who had been used by both the State 
court and the Federal court was a man named Robert Leung Park; 
most people call him Park. In 1949, I had a case under investiga- 
tion which disclosed that he had falsely testified under oath in superior 
court in San Francisco regarding the birth of a Chinese, and had also 
made a false affidavit on a passport application. The facts had been 
presented earlier, and now, as the trial was about to commence, I called 
the fact that Park was likely to be the court interpreter unless we 
did something about it to the attention of the United States attorney’s 
office. 

Mr. Byrnes. Why would Park necessarily be the one who would be 
used ? 

Mr. Heckert. Because he had been, let us say, the official interpreter 
around the court for the past 40 years or more. 

Mr. Byrnes. I see. 
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Mr. Heckerr. So when I called the attention of that fact to Mr. 
Bonsall and Mr. O’Gara from the United States attorney’s office, it 
was decided that we should get authority, or that the United States 
attorney’s office should get authority, to hire another interpreter. That 
means getting authority from the Attorney General's office. It is my 
understanding that Mr. O'Gara dictated the letter which was written 
to the Attorney General’s office, and authority was obtained to use a 
highly qualified man from Berkeley who had no known previous 
connection with any of our courts, and had no connection with any of 
the Chinese involved, and we wanted to use him as an interpreter. The 


















Attorney General had given his approval to pay that man funds. 
Then when the time for the trial came, Mr. O'Gara went to see Mr. 2 
Hennessy and took me along with him. : 
At that time Mr. O’Gara called Mr. Hennessy’s attention to the $ 
fact that we had this adverse record against Park, and Mr. Hennessy ‘ 
in my presence told Mr. O'Gara that “Mr. Park is an honest man, you : 
have got to use him,” in spite of all that went before. ; 
So because of that fact, I arranged with my office to have two Imm ; 
gration interpreters present in court to check on Mr. Park’s interpre 
tations, and during the trial—I made a record of it at the time—we 4 
detected Park in two deliberate misinterpretations, and these were j 
called to the attention of the judge during the trial. 4 
Mr. Byrnes. Were they important matters that he had misin ‘ 
terpreted—important to the prosecution of the case, in your judgment / 3 


Mr. Heckerr. Yes, sir. 

Mr. Byrnes. And what happened then, when you became acquainted 
with that fact? 

Mr. Hecxerr. I was sitting with our interpreters, and the moment 
they called it to my attention I had them tell me exactly wherein the 
misinterpretation lay, and as soon as I had written that information 
out in longhand I passed the note to both Mr. Bonsall and Mr. O'Gara, 
und both of them called the judge’s attention to it, but the judge said 
in open court, “He is your interpreter. You vouched for him. You 
have got to use him’ —or words to that effect. 

Mr. Curris. Who was the judge? 

Mr. Hecxerr. Judge Fee. 

Mr. Brynes. In other words, the position of the court was that 
he was your man and therefore you were hound to keep him until the 
trinl was over? 

Mr. Hecxerr. Yes, sir. 

Mr. Byrnes. Mr. Heckert, I will read what I believe purports to be 
an memorandum dated December 11, 1950, by George W. Heckert. 
relating to Davis-Lee case: 








This afternoon, shortly before a recess in the trial, official Immigration in- 
terpreters Pak Hoy Wong and Walter Lew called to my attention two answers 
by Witness Huie Young which were misinterpreted by the Court Interpreter, 
Robert Leung Park, substantially as follows: 

1. Answer by Huie Young: “He (1). G. Lee) said I had to say I was born in 
San Francisco to get a birth certificate.” 

Interpretation by Robert Leung Park: “I told Lee I was born in San Francisco.” 

2. Answer by Huie Young: “He (TD. G. Lee) said I had to have a paper from 
the (Chew Lun Lin Yee) Association.” 

Interpretation by Robert Leung Park: “I told him (D. G. Lee) I had a paper 
from the association.’ 
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Does that represent the misinterpretation and the true interpreta 
tion of what was said at that time that was considered important and 
crucial ¢ 

Mr. Hecxerr. Yes, sir. 

Mr. Byrnes. When was the last time that you reported to the In 
ternal Revenue Bureau, either the special agent or the special agent’s 
office, or anybody in the Bureau, concerning the income of Mr. George 
Davis! 

Mr. Hecxerr. The last time was during the trial, during 1950. 

Mr. Byrnes. During 1950? 

Mr. Hecxert. That is right. 

Mr. Byrnes. You have not run across anything further since that 
time that you have turned over to the Internal Revenue Bureau 
people? 

Mr. Heckerr. No, because my investigation on the Davis matter 
is closed. 

Mr. Byrnes. You mentioned at one time here today something about 
a check or a photostat of a check from a trust company payable to Mr. 
Davis in the amount of, did you say $29,000 ¢ 

Mr. Hecxerr. I personally never saw that check, but I heard talk 
about it. 

Mr. Byrnes. Who did you get the information about it from / 

Mr. Heckerr. Mr. O'Gara told me that he had actually seen the 
check ora photostat, either the check ora photostat. 

Mr. Bynes. Do you know whether it ever 
of the Immigration and Naturalization Service / 

Mr. Hr« KERT. I personally have not seen the check in any of oul 
files. 

Mr. Byrnes. The only place you know where it may have existed 
was in the United State attorney’s office / 

Mr. Heck! RT. ] understood that is where it was, 

Mr. Byrnes. I believe that is all, Mr. Chairman. 

Mr. Curtis. I have just this observation—and this is not a ques 
Mr. Heckert. 

In view of all these difficulties that the Government had in pre 
senting their case, or that your agency had, I find this statement 
a document in the Internal Revenue Bureau file, dated June 8, 1949. 


came into he posses 


tion. 


quite significant : 
It appears that Mr. Davis was chajrman of the Truman-Barkley campaign in 
northern California in 1948. 
That is all, Mr. Chacrman. 
Chairman Kine. Was there anything significant, Mr. Curtis, in that 
last statement ? 
Mr. Curtis. I think it is quite significant, 
Davis was not small fry. 
Chairman Kine. Proceed, Mr. Counsel. 
Mr. DuWinp. I have no more questions. 
Mr. Byrnes. I have just one more question. 
I thought I was through, Mr. Chairman. 
| the delay in the action of the United States 
interpreter 


It indicates that Mr 


Th vour judgment, dic t 
attorney in connection with the matter of retaining ar 
seriously prejudice the Government’s case ? 
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Mr. Hecxerr. Yes. 

Mr. Byrnes. That is all. 

Chairman Kine. Mr. Heckert, the committee ngpeoeiotes your coop 
eration and the information you have given. ou have been most 
helpful. 

You are excused. 

Mr. Sherman, will you be sworn? 

Do you solemnly swear that the testimony you will give will be the 
truth, the whole truth, and nothing but the truth, so help you God ¢ 

Mr. Suerman. I do. 

Chairman Kine. Be seated. 


TESTIMONY OF ANTHONY SHERMAN, SPECIAL AGENT, BUREAU OF 
INTERNAL REVENUE 


Mr. DeWinp. Mr. Sherman, what is your full name? 

Mr. Suerman. Anthony Sherman. 

Mr. DeWinpb. What is your position, Mr. Sherman. 

Mr. Suerman. Special agent, Bureau of Internal Revenue. 

Mr. DeWinp. Mr. Sherman, the memoranda in the George T. Davis 
tile of the Intelligence Unit indicates that you were assigned to make 
an investigation of allegations concerning Mr. Davis’ income in May 
of 1949; is that correct ? 

Mr. Suerman. Yes, sir. 

Mr. DeWinv. What sort of an investigation were you assigned to 
mate ? 

Mr. Suerman. As I recall now, it was primarily to assist the Immi- 
gration Service trying to reconcile payments to Mr. Davis from Dick- 
son Lee, who was the Chinese in the case. 

They furnished, I believe, transactions in Mr. Lee’s account. I 
think it appears in the record in my case. 

I made an attempt to check those with Mr. Davis’ account. Mr. 
Davis carried his account at Anglo-California National Bank, I be- 
lieve. I wasn’t successful in that. 

I ran the ledger cards of Mr. Davis. 

Mr. DeWinp. Could you speak a little louder, Mr. Sherman? 

Mr. Surrman. I say I ran the ledger cards of Mr. Davis at the 
Anglo-California National Bank, took the deposits, and listed them, 
and through that method tried to make some connection between 
Dickson Lee’s deposits and withdrawals. I was not successful there. 

I also attempted to find some records of Mr. Lee’s. I think he was 
in prison at the time. But I finally located his family, in the hopes 
that they might have some of his canceled checks, and I did not find 
anything. 

Mr. DeWtnpv. When did you conduct this investigation ? 

Mr. Suerman. Immediately after it was assigned to me. 

Mr. DeWinp. That is, you began in May of 1949 to conduct this 
investigation ? 

Mr. Suerman. That is right. 

Mr. DeWinp. Were you also investigating information that had 
come from the Immigration Service to find out whether Mr. Davis 
had reported in his tax returns cash fees allegedly paid to him? 

Mr. Suerman. Yes; I believe so. 
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Mr. DeW:npv._ Did you investigate that matter ? 

Mr. SHERMAN. You can’t investigate the cash deposits in a bank 
account. I don’t recall whether they were Seaached deposits in the 
bank account or not. 

Mr. DeWrnp. Are you saying that you limited your investigation to 
a check of Mr. Davis’ bank account ¢ 

Mr. SuerMan. No. Practically speaking; yes. 

Mr. DeWrnp. You did confine your investigation to an analysis of 
his bank account ? 

Mr, SHERMAN. Practically speaking, yes. 

Mr. DeWrnp. As a result of your analysis of Mr. Davis’ bank ac- 
count did you obtain any indications or evidence that Mr. Davis might 
have underreported lis income in his tax returns ¢ 

Mr. SuHerman. No; I wouldn’t say that. There was a possibility; 
yes. 

Mr. DeWinp. Did you find any discrepancy or any indication from 
the bank deposits that the bank deposits were in excess of the amount 
of the gross receipts reported ¢ 

Mr. Suerman. I found that the bank deposits were larger. 

Mr. DreWinp. Did you find that the bank deposits were substan- 
tially larger than the gross receipts reported by Mr. Davis in his 
income-tax returns / 

Mr. SierMan. I think around $10,000 difference; in that neighbor- 
hood. 

Mr. DeWinp. You mean $10,000 for each year ? 

Mr. SHERMAN. Yes. 

Mr. DeWinv. What years were you checking ¢ 

Mr. SuerMan. I believe 1946, 1947, and 1948. I am not positive. 
My report will show. 

Mr. DeWrnp. Did you have Mr. Davis’ income-tax returns when 
you were making this investigation ¢ 

Mr. SuerMan. I believe so. 

Mr. DeWrnv. I do not wish, Mr. Sherman, at this point, to ask 
vou to state any figures that were taken from those returns, but you 
have already said that the amounts of the annual bank deposits were 
substantially larger than the amounts of gross receipts shown on the 
returns; is that correct ? 

Mr. SHERMAN. That is correct. 

Mr. DeWixp. When you discover that a taxpayer’s bank deposits 
are substantially in excess of the gross receipts reported over a period 
of 3 years, is that an indication that a further investigation is re- 
quired ¢ 

Mr. Suerman. No; I wouldn’t say that. 

Mr. DeWrnp. You mean such an excess of deposits over receipts 
does not appear to you to be a matter that should be explained by 
the taxpayer ? 

Mr. Suerman. Not necessarily, because it can arise from so many 
things. 

Mr. DeWinp. Yes: it can be explained, but I am saying is it an 
indication to you that there is something that should be explained ? 
Ts it an indication of possible underreported income ? 

Mr. Suerman. It isa possibility, yes, but I wouldn’t say it is a prob- 
ability, because so many bank accounts are higher than what is 
shown on the tax return. 
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— 


I don’t think that is an actual indication ; no, sir. 


Mr. Byrnes. You don’t think that a $10,000 discrepancy a year 


requires any further check? : 

Mr. Surrman. It might require a further check, but I wouldn't 
think of fraud in that connection. 

Mr. Byrnes. We are not talking about whether it was fraud or 
what it was. 

As I understand it, right now we are determining whether or not 
that is something that should put you on notice that there may be 
something amiss. Do you think it does or does not give you any such 
warning ¢ 

Mr. Srerman. It can be; yes. 

Mr. Byrnes. It can be. You mean you can find a $10,000 dis- 
crepancy, and in your own mind just say well, that may be explain- 
uble, and therefore put the matter aside? 

Mr. Suerman. If I was investigating a taxpayer for fraud I would 
check into it. 

Mr. Byrnes. What were you examining this man for? 

Mr, Suerman. Preliminary examination, primarily to see if there 
was any connection between Mr. Davis and Dickson Lee. 

That was primary at the beginning. 

Mr. Byrnes. You were checking to see whether he had received 
unreported income, were you not? 

Mr. Suerman. Yes. 

Mr. Byrnes. Now, in the bank account is $10,000 more than the 
gross reported. Might not that indicate that there was unreported 
income that had been received ? 

Mr. Suerman. It could: yes. 

Mr. Byrnes. Is it not likely to? 

Mr. Suerman. No; not likely. 

Mr. Byrnes. You do not think it would put you on notice that 
there was a possibility of $10,000 unreported income ? 

Mr. Suerman. Yes; there is a possibility. 

Mr. Byrnes. Does it not put you on notice to make a further check? 

Mr. Suerman. No; not necessarily. 

Mr. Byrnes. All T really want is the information as to how you 
people operate and what you consider as important and unimportant. 

You say this was a preliminary check and not a fraud check, and 
therefore there is a distinction. I wonder if you could explain that 
to the committee. 

Mr. Suerman. Many cases come to our attention where there is 
alleged fraud. We make a preliminary investigation. If our inves- 
tigation indicates that there is fraud we request that the case be 
jacketed. That comes from Washington. 

Then generally the case is taken up with a revenue agent or a deputy 
collector, and we go through all phases of it—bank accounts, loans, 
preliminary records, and anything that we can find bearing on that 
man’s income. 

Mr. Byrnes. In this instance another agency of the Government, 
as I understand it, suggested to the special agent's office that there was 
a possibility of fraud here; is that correct? 

Mr. Suerman. Yes. 
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Mr. Byrnes. So that from the start, even though it was a prelim- 
inary investigation, it was a preliminary investigation with fraud in 
the background, was it not? 

Mr. Suerman. Yes. 

Mr. Byrnes. You say in this preliminary investigation you only 
consider whether there appears to be fraud. In a reconciliation of a 
bank account against the gross income reported, what would have to 
show there in order to have it appear there was fraud ¢ 

Mr. Suerman. I don’t know. It would have to be on the judgment 
of the person examining it. I just can’t explain that. 

Mr. Byrnes. That is where I am having my difficulty, too, because 
it seems to me if there is a $10,000 discrepancy, that might indicate 
fraud, and you said it might not necessarily do so. 

Mr. Suerman. That is right. 

Mr. Byrnes. I was wondering what else there would encourage you 
to believe that there was a real possibility of fraud existing? What 
other factor would you consider in that operation reconciling bank 
accounts or deposits with gross receipts reported ¢ 

Mr. Surrman. In this specific instance, if I should have been able 
to find that Mr. Davis had received moneys from Dickson Lee, that 
would have been sufficient, because I am sure that would have shown 
me under the cireumstances—Mr. Davis probably wouldn’t report that 
in his income if it was against the law to do something he was accused 
of or allegedly he had done—if any indication had been there as evi- 
dence that he had received money, that would have been sufficient in 
itself. 

Mr. Byrnes. You did not find any evidence at all that there was 
it possibility that some of these deposits came from Mr. Lee? 

Mr. SuerMan. No: I didn’t. There was a similarity between some 
of the amounts in Mr. Davis’ account and that of Dickson Lee, but I 
was not able to Say “Yes” or “No.” 

Mr. BYRNES. Do you have to be able to Sav positively = Yes” before 
you can suggest that a real fraud examination be conducted ¢ 
' (No response. ) 

Mr. Byrnes. As I understand, what you are doing here is simply 
making a preliminary investigation to determine whether to go into 
it in further detail: is that correct ? 

Mr. Suerman. That is correct. 

Mr. Byrnes. Do you have to prove beyond a reasonable doubt that 
the Lee W ithdraw ils coincided with certain deposits to the Davis ar- 
count before you can make up your mind that you better have a fraud 
examination / 

Mr. Suerman. In my judgment, in this case there was not enough 
indication that there was fraud to go farther with it. That is my 
judgment. 

Mr. DeWtnp. Had vou not found, Mrs Sherman, that there was 
an apparent correlation between withdrawals from Mr. Lee’s account 
and deposits in Mr. Davis’ account ? 

Mr. SuerMan. Yes. 

Mr. DeWtnp. Both in amounts and dates 

Mr. SuermMan. Yes. 

Mr. Di WIND. You found a check drawn on Mr. Lee’s account fol- 
lowed by a deposit in Mr. Davis’ account closely in time and similar 


in amount? 
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Mr. Suerman. Yes; that is right. 

Mr. DeWinv. Was that not sufficient indication to justify a fur- 
ther investigation ? 

Mr. SurrMan. Apparently in my judgment it wasn’t at that time. 

Mr. DeWynp. Let me ask you this. Had anyone indicated to you 
in any way that you should take it easy in this investigation ? ’ 

Mr. SuHerMan. Not a bit. 

Mr. DeW rnp. In no way? 

Mr. SuermMan. Not a bit. 

Mr. DeWrnp. Is not it a fact, Mr. Sherman, that your attention 
had been directed to the effect that Mr. Davis had been prominent in 
politics in California, and that you should be careful not to stir up 
any trouble unless you found very clear evidence / 

Mr. Suerman. May I go into that a second? 

Mr. DeWiNp. Yes, indeed; very fully, please. 

Mr. Suerman. When I recognized that Mr. Davis was connected 
with the Democratic Party in California—it was from the Mornin 
Examiner, I don’t know whether I knew that or not—but, as I recall, 
the Examiner showed that Mr. Davis was the Democratic committee- 
man for the Truman-Barkley campaign in northern California. I 
made my preliminary investigation. It was practically completed. 
I had found these differences between the returns and the bank bal- 
ances. I had not found indications of fraud. 

Mr. DeWrnp. Pardon me for interrupting you. You found that 
the bank deposits and the gross receipts were not the same? 

Mr. SuHerman. That is right. 

Mr. DeWinp. And you had also found that withdrawals from Mr. 
Lee’s account were followed closely in time by similar deposits in Mr. 
Davis’ account ? 

Mr. Suerman. I believe so. 

Mr. DeWrnp. All right; go ahead. 

Mr. Suerman. I took this up with, I believe, Mr. Read, of our 
office——— 

Mr. DeWrnp. Mr. Ralph Read. 

Mr. Suerman. That is right—a small amount, in my opinion, be- 
cause $10,000 is not large, that is my judgment 

Mr. DeWinp. Whether or not $10,000 is large depends on whether 
it is substantial in relationship to the gross receipts. 

Mr. Suerman. That is right. 

Mr. DeWinp. You say this continued year after year for a period 
of 3 years that the deposits exceeded receipts reported ? 

Mr. Suerman. Yes. 

Mr. DeWinpv. And that relationship was substantial. In relation- 
ship to the gross receipts, the excess of deposits was substantial ? 

Mr. Surrman. That is right. I will say that, sir. I requested ap- 
proval from Mr. Read, I believe it was—I don’t know whether it was 
approval or asked him what to do—and I suggested referring the case, 
as I had found it, to the revenue agent’s office for their information 
and recommended—I believe I recommended—that if an audit was 
made of Mr. Davis’ accounts that we be notified if fraud was en- 
countered. 

Mr. DeWrnp. That if an audit was made—— 
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Mr. SuHerman. If they made an audit, and fraud was encountered, 
we be notified in order that a joint investigation be made. Also, you 
speak of the Truman-Barkley—— 

Mr. DeWrxp. You go ahead and explain what was said. 

Mr. SHermMan. In my letter, my report on this matter, I mentioned 
Mr. Davis as being on this committee, Truman-Barkley, for the pur- 
pose—I believe I did, I am sure I did, I don’t know whether it says 
there or not—but to put them on notice at the revenue agent’s office 
when they did make an audit that they would watch for contributions 
which might appear in Mr. Davis’ account from the party which 
would not be income. That should not be confused with his income. 

Mr. Byrnes. The only year that would appear would be in 1948, 
would it not ¢ 

Mr. Suerman. I don’t know. 

Mr. Byrnes. Did you have a Truman-Barkley campaign in 1947? 

Mr. SHerman. I don’t recall. 

Mr. Byrnes. Did you have it in 1946? 

Mr. SuHerman. I don’t recall. There may have been funds passed 
up to that time. I don’t know. 

Mr. Byrnes. I did not know that they knew who the candidates 
would be until after the convention. 

Mr. SuHerman. I don’t know anything about that. 

Mr. Byrnes. They might know who the Presidential candidates 
might be, but the vice presidential candidate might be in doubt. I 
cannot see how they would have a Truman-Barkley club receiving 
contributions in 1946 and 1947. 

Chairman Kine. It is in doubt now, too. 

Mr. Byrnes. Yes. 

Mr. Curtis. Especially when there was some relation between Mr. 
Lee’s account and Mr. Davis’ account. 

I would like to ask you this: In reference not to this case here, 
but as a general proposition, in looking at gross bank deposits and 
comparing those with income reported, it makes quite a difference what 
kind of business it is, does it not? In other words, if someone is in a 
merchandising business, they may be depositing a lot of money and 
have no income at all; is that right? 

Mr. SHerman. No. I would say that was mostly income there. 

Mr. Curtis. In their business accounts, if they are merchandisers, 
they may be depositing large sums of money in the bank and still not 
have any income; is that not right, because they would be withdrawing 
on that account to pay for merchandise ? 

Mr. SuHerman. I don’t quite follow that. 

Mr. Curtis. What I am trying to get at isthis: In a business account, 
where the business is engaged in merchandising, buying and selling of 
voods, it is quite difficult to draw any conclusions as to what the income 
should be by reason of the total bank deposits; is not that true ? 

Mr. SHerman. Yes, offhand it is, in amy bank account. 

Mr. Curtis. But that is not true with reference to a business that 
is rendering service, and not handling merchandise ? 

Mr. Surrman. No; I would say that account does not tell what is in 

t, just looking at it. 
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Mr. Curtis. No; I realize that. But it does tell you when you ought 
to investigate further, does it not? 

Mr. Suerman. That comes back to the judgment of the person 
doing it. 

Mr. Kean. Along that line, is it the order from the Department, or 
was it your own personal judgment that when someone had a much 
larger amount of deposits than reported on income-tax returns in his 
bank account, that this thing, probably, as you stated, wag all right ? 

Mr. SHerMan. You mean in this specific case ? 

Mr. Kean. The action that you took in this specific case, or the 
action you did not take, was that in accord with your general direc 
tions from the Department, or was that just your own individual 
judgment? 

Mr. Suerman. That is my own individual judgment, I should say 
I don’t think there is any directive on that. 

Mr. Kean. There is no directive? 

Mr. SurrmMan. I don’t believe so. 

Mr. Kean. Because it seems to me that where a man reports in his 
bank accounts—I do not want to give a figure—but a very much 
larger amount than is his income tax, that is, proportionately a very 
much larger amount, that it certainly is subject to considerable sus- 
picion, and that man should be asked how come by the agent, and 
not just let the matter drop. 

Was there any possibility that your judgment in the letter which 
you wrote to Mr. Read, I believe, stating that Mr. Davis had been 
chairman of the Truman-Barkley campaign, was for the purpose of 
alerting Mr. Read to that fact, so that he would use his iolhasien 
with that fact in mind as to whether he would go further into it? 

Mr. Suerman. No. I did not have that idea in mind at all. As I 
explained before, if I don’t explain here—— 

Mr. Kean. I understand. Your explanation in the letter is that 
perhaps he would have put a lot of the Truman-Barkley funds through 
his own personal bank account. 

Mr. Suerman. That is correct. 

Mr. Kean. To me that is a fantastic thought, and one that no 
businessman would ever do, in putting funds that he was trustee of, 
such as the Truman-Barkley fund, through his own personal bank 
account. That isa fantastic thought to me. 

Mr. Byrnes. Mr. Chairman. 

Chairman Kine. Mr. Byrnes. 

Mr. Byrnes. I am intrigued with this thought that you had there, 
that some of these funds or this increase was as a result of his chair- 
manship of the Truman-Barkley campaign fund. Did your exami 
nation of the bank account for 1948 show the big increase in the de- 
posits made was in the period from June to November ? 

Mr. Suerman. I don’t recall. 

Mr. Byrnes. Did you pay any attention to that fact in your exami- 
nation ? 

Mr. Suerman. Well, I probably paid attention to everything that 
came up init. I don’t recall that. 

Mr. Byrnes. You do not recall that. You do not recall on what 
basis you arrived at that conclusion that possibly some of these funds 
were campaign funds for the Truman-Barkley ticket ? 

Mr. Surrman. Merely because that was the position he held. 
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Mr. Byrnes. You did not try to follow through and see whether 
that would be borne out by the time the deposits were made ¢ 

Mr. SuermMan. No, sir; I did not. 

Mr. Byrnes. You would know if that is where the funds did come 
from that they would mostly be deposited during the period June to 
November, would you not ¢ 

Mr. Suerman. I did not pay that any attention, no attention. 

Mr. Curtis. What was the name of this Mr. Lee? What was his 
full name ¢ 

Mr. SHerman. I don’t recall his full name. It is Dickson Lee. 
Whether he had an initial or not, I don’t know. 

Mr. Curris. Did you testify that you did find some trace of simi- 
larity between withdrawals from Mr. Dickson Lee’s account and de- 
posits in Mr. Davis’ account ? 

Mr. SuermMan. I believe so, yes. 

Mr. Curtis. And that was not what caused you to think that might 
be the Truman-Barkley money, was it? 

Mr. Suerman. No; there was no indication of that. 

Mr. Curtis. Where is Mr. Lee now; that is, Mr. Dickson Lee? 

Mr. SuermMan. From previous testimony, I believe he must be at 
McNeil Island or somewhere. He is still in prison. I don’t know 
the man. I have never seen him. 

Mr. Curtis. You wrote a letter bearing the date of June 8, 1949, 
on this Davis matter; did you not ? 

Mr. Surreman. Yes, sir. 

Mr. Curtis. To whom was that letter addressed ? 

Mr. SuerMan. Special agent in charge, Intelligence Unit, Treasury 
District 14, San Francisco, Calif. 

Mr. Curtis. That letter in general was a report of your preliminary 
investigation ; was it not? 

Mr. SuHerMan. Yes, sir. 

Mr. Curtis. I would ask you to glance at the last paragraph and 
do not read it at this time, but let me know whether or not there is 
anything in there about confidential information about the man’s in- 
come that should not be disclosed. 

Mr. SuHerman. What was the question regarding the last para- 
graph ¢ 

Mr. Curris. In your opinion is there anything in that last para- 
graph that contains confidential information about Mr. Davis’ income- 
tax return that should not be disclosed? There are no facts or figures 
about his income ? 

Mr. Suerman. There are no facts or figures in there. 

Mr. Curtis. Would you read that paragraph ? 

Mr. SuermMan (reading) : 

At the present time it does not appear that a joint investigation is indicated, 
but it is recommended that a copy of this report be furnished the internal revenue 
agent in charge, San Francisco, Calif., with the suggestion that when the re- 
turns of Mr. Davis are audited that his bank deposits be reconciled with his 
income as reported on his returns. If at that time it appears that Mr. Davis 
has been attempting to evade his income tax, it is recommended that this office 
be notified in order that a joint investigation be made. 

Mr. Curtis. Now, I want to be informed as to the practice in the 
office. You did make the suggestion there that they make an audit, 
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checking into the discrepancy between bank deposits and income re- 
ported ; did you not? 

Mr. Suerman. Yes; I suggested that an audit be made. 

Mr. Curtis. Was that done? 

Mr. Suerman. I do not know. 

Mr. Curtis. If anything had been done on that, would the files 
show it? 

Mr. Suerman. If it was a pure audit and no fraud was found, I 
am nearly sure that our files would not show anything, because I don’t 
know the policy that would have any report come back to us if no 
fraud was found. 

Mr. Curtis. Did any report come back to you at all? 

Mr. Suerman. Not to me; no sir. 

Mr. Curtis. To your office? 

Mr. Suerman. Not that I know of. 

Mr. Curris. If it had been followed through, and something was 
found that indicated fraud or underpayment of taxes, ordinarily would 
that report have come to you? 

Mr. Suerman. To our office, yes. 

Mr. Curtis. Yes; I mean to your office. 

Mr. Suerman. Yes. 

Mr. Curtis. But so far as you are concerned, you wrote that letter 
making the suggestion for an audit and that is the last vou heard of it? 

Mr. Suermin. Yes, sir. 

Mr. DeW inp. Mr. Sherman, as I understand it, you started out your 
investigation to see if you could tie in or establish any payments from 
Mr. Dickson Lee to Mr. Davis, and you found two things, that there 
was an apparent correlation between withdrawals from the Lee account 
and deposits in the Davis account, and you found that the bank depos- 
its of Mr. Davis were in excess of his reported gross receipts by a sub- 
stantial amount. Having found those two things, vou then discussed 
the matter with Mr. Read, is that correct ¢ 

Mr. Suerman. Yes. It must have been that time. I just don’t know 
when the time was that I discussed it with him. Before Il wrote my 
report, I am sure. 

Mr. DeWtnv. Before you wrote your report you talked to Mr. Read? 

Mr. Suerman. Yes. 

Mr. DeWinp. Do you remember in answer to a question that was put 

to you by a member of the staff of this committee, you said : 
And I believe the point was taken up with Mr. Read at that time, and I believe 
it was mentioned that as Mr. Davis was a prominent figure in Democratic circles, 
or words to that effect, that perhaps it might be best to refer this report without 
going further into the differences to the revenue agent’s office in order that in 
their regular audits of Mr. Davis’ accounts they would attempt to reconcile the 
differences between the balances as shown by his bank accounts and his net 
income shown on his returns 

Mr. Suerman. Or words to that effect. 

Mr. DeWinp. Was that an accurate answer / 

Mr. Suerman. Yes. 

Mr. DeWinp. Then Mr. Read did discuss this matter with you? 

Mr. Suerman. Yes. 

Mr. DeWinp. And it was indicated that in view of Mr. Davis’ 
political position that no further investigation should be conducted by 
you, is that right ¢ 

Mr. Suerman. Not so bluntly there, I don’t believe. 
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Mr. DeWinp. I don’t know whether it was blunt or not, but it was 
indicated to you ¢ 

Mr. Suerman. No, not just that alone. The fact that there was 
no fraud found by me as an investigator— 

Mr. DeWinp. But you found the two things that you are looking 
for. 

Mr. SuermMan. That is no evidence. 

Mr. DeWrnp. It is the beginning of a case, is it not ¢ 

Mr. SHERMAN. It is not evidence. 

Mr. DeWinv. If you do not think that is the beginning of a case, 
let me ask you something else. You then put in your report a para- 
graph which suggested that maybe these excessive bank deposits in 
excess of gross receipts were contributions to the campaign that were 
deposited, and I gather from what you say that was a sheer specula- 
tion on your part. 

Mr. SHERMAN. You miglit call it speculation. 

Mr. DeWinpb. You had no evidence. 

Mr. SuermMan. That is right. 

Mr. DeWinp. And as a matter of fact, were not the bank deposits 
that you were referring to spread all through the 3-year period ¢ 

Mr. SuHermMan. Yes; that is right. 

Mr. DeWrnp. So that it could not possibly explain the difference, 
could it? 

Mr. Suerman. I don’t now. 

Mir, DeWinp. At that tame. Air. Sherman, did vou not koow that 
there Was an invest eation ot Mr. Day Is poing on which looked to pos 
sible criminal indictment by the United States attorney / 

Mr. SuarMan. | was aware that it had been alleged that Mr. Davis, 
as I reeall, was mixed up in fraudulent birth certificates for Chinese. 

Mr. DeWrnp. And this inquiry was relevant to that investigation / 

Mr. Suerman. Yes. 

Mr. DeWrnp. Nevertheless, it was suggested that nothing be done 
about it, that it simply be referred to the internal-revenue agent’s 
ollice where it could be considered, if, as, and when the returns of Mr. 
Davis were at some time in the future audited ¢ 

Mr. Suerman. I had endeavored to find any evidence of any pay 
ments by these Chinese to Mr. Davis. I had not been able to find them. 

Mr. DeWtinv. All you had done was examine the bank account, Mr. 
Sherman, and you found a correlation between withdrawals and de 
posits and then you stopped right there. 

Mr. Superman. I think I must have gone further. I have my notes 
but I don’t know where they have gone, that is, of my analysis of the 
deposits. I can't Say what I did exactly there. 

Mr. DeWtnp. In any event, before you went further—and I do not 
want you to take on any burden of responsibility which should not 
properly be upon you-—it was suggested to vou by Mr. Read that the 
best thing to do in view of the mention of Mr. Davis’ activities was 
that the whole matter be sent to the internal-revenue agent’s oftice. 
That was the suggestions made to you, was it not ? 

Mr. SHerman. | had finished my investigation at that time up to 
that point. 

Mr. DeWinp. Yes. 

Mr. SHermawn. Yes, sir: when that conversation came up. I would 
have put my reference to Mr. Davis’ being chairman anyhow in any 
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letter or information we referred to another bureau or another activ- 
ity. We try to give them all information we may have which might 
assist them. 

Mr. DeWtnp. Do you seriously propose that this suggestion that 
all of these bank deposits could be explained by campaign contribu- 
tions Was any assistance to the internal-revenue agent / 

Mr. SHerman. It might be. It might just put them on guard not 
to take the deposits at their face value. There is a possibility that 
some of the funds were not income. 

Mr. Byrnes. But you made no check to make sure that was the case, 
did yout 

Mr. Srerman. No; I didn’t. 

Mr. DeWinxpv. When you say you wanted to put them on guard, 
what sort of guard did you want to put them on? What do you 
generally do with these bank-deposit problems ? 

Mr. Surrman. There have been cases that I know of where bank 
deposits have been added up and thought of as income. I don’t say 
the revenue agents have done that, but there have been cases where 
persons looked at a bank account and thought that was clearly all 
income, which it is hardly ever all income. 

Mr. DeWinpv. Obviously there are a number of ways in which 
bank deposits in excess of income might be explained. 

Mr. SuerMan. That is right. 

Mr. DeWrnp. But this is the only one you thought should be men- 
tioned, that is, this one possibility 4 

Mr. Suerman. That is the only one that occurred to me. 

Mr. DeWinv. You didn’t really think, did you, that if that did not 
work out that it was necessarily income’ That was the only warn- 
ing you thought should be made? 

Mr. Suerman. Well, in their regular audit they will definitely 
check if it is a transfer of funds, return of loans and other things. 
That is just automatic. 

Mr. DeWinp. Was not the only guard that you could put anybody 
on by this statement to be on guard against making any initial in- 
vestigation ? 

Mr. Suerman. No, sir. I wouldn’t say that at all. 

Mr. Curtis. You never got any information at any time that Mr. 
George T. Davis was the treasurer of any political campaign; did you ? 

Mr. Suerman. I think that the only information I had was that he 
was the chairman of this campaign. 

Mr. Curtis. There was no information that came to you that he 
handled any money at all for the Truman-Barkley campaign; was 
there ? 

Mr. SuermMan. Except maybe hearsay. I didn’t know. 

Mr. Curtis. But your report referred to him as chairman and not as 
treasurer ? : 

Mr. SuHerman. That is right. 

Mr. Curtis. That is all, Mr. Chairman. 

Mr. Byrnes. I wonder, Mr. Chairman, if it might not be advisable 
to have at least those parts of this letter that do not violate the income- 
tax secrecy provision read into the record at this point / And for 
that purpose, I would ask you to examine, Mr. Sherman, the first 
paragraph of that letter, and give us your opinion as to whether that 
reveals any information contained on an income-tax return. 
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Mr. Suerman. I don’t think so. 

Mr. Byrnes. Would you read it, then? 

Mr. SuerMan (reading) : 

This report relates to the possibility of evasion of income tax for the years 
1946, 1947, and 1948, by George T. Davis, attorney, 2000 Russ Building, San 
Francisco, Calif. The investigation originated from information furnished this 
fice by Mr. Leonard L. Adams, investigator, United States Department of 
Justice, Immigration and Naturalization Service, and Mr. E. Wells Bailey, 
special agent, United States Department of State, both of San Francisco, Calif., 
on May 12, 1949. 

Mr. Byrnes. Would you read the second paragraph to yourself and 
see if that contains any information that within an income-tax return 
issecret? What is your answer? 

Mr. SuerMan. I don’t think it is secret. 

Mr. Byrnes. Would you read it? 

Mr. SuerMan (reading): 

Mr. George T. Davis, forinerly assistant district attorney of this city, is 
illeged to have engaged and is engaging in the practice of procuring birth cer- 
tificates for Chinese illegally in the United States, and that he has received in- 
come from this source. FElis alleged accomplice, D. G. or Dickson Lee, a Chinese- 
(merican, Was convicted on a conspiracy charge January 1949, and is now con- 
fined at MeNeil Island. It is reported that the Federal court did not believe the 
evidence sufficient at that time to indict George T. Davis. 

Mr. Byrnes. What is the date of this letter? 

Mr. SuermMan. That is June 8, 1949. 

Mr. Byrnes. As of June 8, 1949, you knew, did you not, that the 
Immigration Service was still preparing a case, or attempting to pre- 
pare a case, against Mr. Davis, and that they had requested informa- 
tion from you people that might assist in showing Mr. Davis’ connec 
tion with this passport fraud ¢ 

Mr. SuerMan. Yes; that is what I thought this request from them 
was principally about. 

Mr. Byrnes. Why would not your letter, therefore, state that fact 
rather than the fact that, up until this time, the court seemed to be 
under the belief, or it was rumored that somebody was under the 
belief, that Mr. Davis was not involved ¢ 

Mr. Suerman. I don’t know. 

Mr. Byrnes. That is somewhat of a misstatement of the status of 
Mr. Davis in these Chinese cases as of the date of the letter; is it not ¢ 

Mr. SuermMan. I don’t know. 

Mr. Byrnes. We will let the record speak for itself. 

Would you read the next paragraph, Mr. Sherman, and see whether 
that contains any information that might be within the secrecy clause ? 

Mr. SurerMan. No; there would be no divulgence. 

Mr. Byrnes. Would you read it, then? 

Mr. SuerRMAN (reading) : 

An examination has been made of the commercial account of Mr. Davis car- 
ried at the main office of the Anglo-California National Bank, San Francisco, 
Calif. There are several deposits to this account that coincide as to dates and 
amounts with charges made against the commercial account of D. G. Lee main- 
tained at the Bank of America, 300 Montgomery Street, San Francisco, Calif. 
\lso, a few small deposits have been made by Mr. Davis which apparently were 
checks drawn on the Bank of Canton, San Francisco, Calif. 

Mr. Byrnes. That information contained in that paragraph is just 
the type of information that the Immigration and Naturalization 
Service was trying to confirm; is it not? 
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Mr. Suerman. No; I wouldn’t answer that way. 

Mr. Byrnes. Were they not trying to find out if there was any 
relationship to possible withdrawals from this Chinaman’s account 
and the deposits in Mr. Davis’ account ? 

Mr. SuerMan. My belief was that they were looking for evidence 
of specific deposits, either one way or another, to link up one person 
with the other. What I found was no link. It could not be used 
as evidence. 

Mr. Byrnes. You did find, however, that the exact amount with 
drawn from the Lee account would show up at the same time as a 
similar deposit in Mr. Davis’ account; did you not ¢ 

Mr. SuerMan. Yes: I believe that is true. 

Mr. Byrnes. And that is what you are stating in that paragraph ; 
are you not? 

Mr. SuerMan. Yes. 

Mr. Byrnes. Would you read the next paragraph and see if that 
contains any information which would come within the secrecy clause / 

Mr. SuermMan. Up to the colon it does not, I would say. 

Mr. Byrnes. Read up to the colon. 

Mr. SHERMAN (reading) : 

The principal bank account of Mr. Davis appears to be that carried at the 
Anglo-California National Bank. His income-tax returns for 1946, 1947, and 
1948 have been scrutinized and the following comparison is made of his bank 
deposits and income received as per his return. 

Mr. Byrnes. I believe you testified that comparison shows general) 
an average of about $10,000 a year difference between the gross re 
ceipts reported on the income-tax returns and the bank accounts you 
reconciled ¢ 

Mr. SuerMan. Yes. 

Mr. Byrnes. Would you look at those vears and see whether it 
not true that in 1947 and in 1948 it considerably exceeded $10,000 ? 

Mr. SuerMan. Yes, 

Mr. Curtis. May I inquire what figures are you comparing? 

Mr. Byrnes. The difference between the amount shown as receipts 
in the bank account and those reported as gross receipts on his income 
tax returns for those years. 

Mr. Curtis. As a matter of fact, is it not true that one year one 
figure istwoand a half times the other figure ¢ 

Mr. SuermMan. 19467 

Mr. Curris. That is correct ; approximately ’ 

Mr. SuerMan. Nearly three times. No; two and a half, as you say. 

Mr. Byrnes. Would you read the next paragraph to yourself, and 
see if it would contain anything that might come within the secrecy 
provision ¢ 

Mr. SuermMan. It isthe same asthe others. 

Mr. Byrnes. Would you read that, please. 

Mr. SuHerMan (reading): 

It appears that Mr. Davis was the chairman of the Truman-Barkley compaign 
in northern California in 1948, therefore, it may be that some part of his bank 
deposits in 1948 consisted of campaign funds. 

Mr. Byrnes. Now, would you read the next paragraph and see if 
that contains anything that might be within the secrecy provision ¢ 

Mr. SHerman. I have already read that heretofore. Do you want 


me to read if again ¢ 
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Mr. Byrnes. It might be advisable at this point to read it, and 
then we will have the continuity with the letter. 

Mr. SHerMan (reading) : 

At the present time it does not appear that a joint investigation is indicated, 
but it is recommended that a copy of this report be furnished the internal revenue 
agent in charge, San Francisco, Calif., with the suggestion that when the 
returns of Mr. Davis are audited that his bank deposits be reconciled with his 
income as reported on his returns. If, at that time, it appears that Mr. Davis 
has been attempting to evade his income tax it is recommended that this oflice 
be notified in order that a joint investigation be made. 

Mr. Byrnes. That was written in June of 1949; is that correct / 

Mr. SHermMan. Yes, sir. 

Mr. Byrnes. You knew at that time that you made that report that 
the Immigration Service was anxious to have an audit made of Mr. 
Davis’ accounts, and to determine for a certainty whether or not he 
had received outside income, and particularly possible outside income 
from these Chinese involved ? 

Mr. SuermMan. Specifically in connection with the Chinese; yes. 

Mr. Byrnes. And yet it was your suggestion in this letter, as I 
understand it, that there was no particular hurry on this, and you 
might just as well wait until some future date when an audit was 
made of some other income tax return; is that correct? 

Mr. SuermMan. There is no indication in here of that. 

Mr. Byrnes. What do you mean by that statement, that you leave 
it for further audit ? 

Mr. Suerman. You can interpret it, at their convenience. That is 
probably what it means. I wasn’t requesting them to make an im 
mediate audit; that is correct. 

Mr. BYRNES. And there is nothing in there suggesting that there 
was another agency of the Government that might be served if the 
matter was handled as expeditiously as possible; is there ‘ 

Mr. SuermMan. No, sir. 

Mr. Byrnes. Yet that was certainly known to you, that this other 
agency did desire expeditious handling: Was it not? 

Mr. Surerman. Yes, sir. 

Mr. Byrnes. That is all. 

Mr. Kean (presiding). The committee will stand adjourned until 
2:45 p.m. 

(Thereupon, at 1: 10 p. m.,a recess was taken until 2:45 p. m., of the 
same day.) 

AFTERNOON SESSION 


Chairman Kine. Let us resume. 


TESTIMONY OF ANTHONY SHERMAN, SPECIAL AGENT, BUREAU OF 
INTERNAL REVENUE—Resumed 


Mr. DeWrnp. Mr. Sherman, before lunch you said that you had pre 
pared this report and transmitted to Mr. Read, who sent it on to the 
Internal Revenue office, and that you never heard anything more about 
the matter: is that correct / 

Mr. Suerman. I haven't heard anything more about it, not to my 


recollection 
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Mr, DeWinp. After you had completed this report—that is, after 
June 8, 1949—did you receive any additional information concerned 
with Mr. Davis’ affairs? 

Mr. Suerman. Yes. 

Mr. DeWinpv. From whom did you receive any further report? 

Mr. Suerman. I received in one case a telephone call. I haven't my 
papers here. I think Mr. Taylor has some memorandums which I 
turned over to him, 

Mr. DeWtnv. Do you recall that a Mr. Davis of the Immigration 
Service called you to give you some information concerning an alleged 
source of income of Mr. Davis? 

Mr. Suerman. I recalled it last week when I found this memo. 

Mr. DeWinpv. Do you remember that Special Agent Whiteside 
transmitted some information to you that he had obtained from the 
Immigration Service? 

Mr. Suerman. I don’t recall it, unless it is in those notes there. 

Mr. DeWinp. There is a memorandum dated July 21, 1949, a hand- 
written memorandum, signed by Special Agent Whiteside, contain- 
ing some additional information. Do you remember that he gave you 
that ? 

Mr. Surreman. If it is in that folder, or that memorandum that Mr. 
Taylor had. 1 think I identified one the other day that Mr. White- 
side had given me. 

Mr. DeWinp. In any event, you do remember receiving on two or 
three occasions additional information from the Immigration Service? 

Mr. SuerMan. From Mr. Whiteside; yes, sir. 

Mr. DeWinp. Did you ever take any action with respect to that 
information, either to investigate it or to pass it on to the revenue 
agents ? 

Mr. Sierman. After my report was written; no. 

Mr. DeW inp. You considered the case a closed matter at that 
time so far as the Intelligence Unit was concerned ¢ 

Mr. Snerman. At that time, yes; but I can’t say that when I 
received those memos, I can’t say anything about that. 

Mr. DeWinxp. Do you have any further statement or explanation 
to make concerning the reasons why the investigation was dropped by 
the Intelligence Unit and the whole matter referred to the internal- 
revenue agents without any recommendation except the recommenda- 
tion to consider this if, as, and when returns were audited ? 

Mr. SuermMan. You mean at the time I made my report? 

Mr. DeWinp. Yes. 

Mr. SuermMan. The only thing I can say there is that I had found 
no evidences of fraud, and if we should have carried on further on 
the basis we had—or without, a basis, rather, of fraud, the Intelligence 
Unit might have put somebody in an embarrassing position—Mr. 
Davis, in fact, if no fraud was found, because there is always the dis- 
tinction in my mind when the Intelligence Unit goes in to investigate 
a case, because when we do that there is always a suspicion of fraud. 

When the revenue agents go in, they can go in as a regular audit. 
In that way it causes no comment at all. If they do find fraud then 
we would step in and handle it, whether or not it caused embarrass- 
ment to that person. 

Mr. DeWixp. But you had a clear request from another Govern- 
ment department, you had allegations of possible sources of unre- 
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ported income, you found that the bank deposits were higher than the 
gross receipts by a substantial amount, you found some evidences of 
correlation between withdrawals from the Lee accounts and the de- 


posits in the Davis accounts: and vet despite all that you didn't even 
recommend that an immediate internal-revenue agents’ examination 
be made, but just left it to the happenstance of whether or not the 


returns would ever be audited in regular course. 

As a matter of fact, is it not true, Mr. Sherman, that the amounts 
of income reported on those returns were such that there was no 
assurance that they would be automatically audited, that they might 
be selected for audit ¢ 

Mr. Suerman. I can’t say. 

Mr. DeWinp. That is all, Mr. Chairman. 

Chairman Kine. Mr. Curtis. 

Mr. Curris. With how many people did you discuss Mr. Davis’ 
ease at the time you were handling it? How many people in the 
collector’s office ? 

Mr. Suerman. In the collector’s oflice I don’t think I talked to 
anybody. In our oflice Mr. Whiteside, I presume, because his name 
is on one of my memos, and I think I have initialed that sheet, which 
shows that I did talk to him. I believe I do recall talking to him. 

I recall talking to Mr. Read. 

Mr. Cvurrts. He was then 

Mr. SuerMan. The special avent in charge. 

In our office I don’t recall anybody else. I may have, but I don’t 
recall. 

Mr. Curtis. Was Mr. Davis in that section at that time? 

Mr. Surrmeman. I think he was in Los Angeles at that time. 

Mr. Curris. Can you remember anybody else that you discussed it 
with ? 

Mr. Suerman. In our office? 

Mr. Curtis. Any place connected with the Bureau of Internal 
Revenue. 

Mr. Suerman. Only one other party, and this party I haven’t the 
slightest idea what I talked to him about it. 

As I told Mr. Taylor, I talked to Jack O’Connell in the revenue 
agent's office. 

Mr. Curtis. Who? 

Mr. Suerman. Jack O'Connell. 

Mr. Curtis. What position did he hold at that time ? 

Mr. Suerman. I think he was in charge of the fraud squad, they 
call it. 

Mr. Curtis. Is he still in the revenue service ? 

Mr. SuermMan. Yes, sir. 

Mr. CurrIs. Did you mention somebody by the hame of Taylor? 

Mr. SuerMan. No. 

Mr. Curtis. Did you talk to anybody else about it ? 

Mr. Srrerman. Not as I recall. 

Mr. Curtis. You never talked to the collector about it ? 

Mr. Surerman. No: I am pretty sure I didn’t. I had to make re 
quests for the returns, but I don’t think I discussed with him at all. 
Mr. Curris. You did not talk to any deputy collector about it / 

Mr. Srerman. I don’t recall doing so. 
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Mr. Curtis. Did you ever talk to anybody in the Department of 
Justice about it ? 

Mr. Srerman. I talked to Mr. Adams—lI think it was Adams 
and Mr. Bailey. 

No: that is the Naturalization. 

Mr. Curris. You are right. That is the Department of Justice. 

You talked to Mr. Adams and Mr. Bailey ? 

Mr. SuermM.n. Lam sure I did. I must have. 

Mr. Curris. They were working on the Immigration angle? 

Mr. SHERMAN. Yes. 

Mr. Curris. Did you talk to anyone in the United States attorney's 
office / 

Mr. Suerman. The United States attorney’s office / 

Mr. Curtis. Yes. 

Mr. Suerman. I am sure not, because there would be no point there, 
1 don’t believe, anyhow. We wouldn’t discuss it with them, I am sure, 
unless it was some proposed case. 

Mr. Currts. Did you talk to any outsiders about it ¢ 

Mr. Suerman. Outsiders, outside of the Service ? 

Mr. Curtis. Yes. 

Mr. Suerman. I don’t believe so. 

Mr. Curtis. Do you know anything about this check for $29,000 
that was mentioned earlier here tod: ay 

Mr. Suerman. I don’t think I do. As a matter of fact. it was a 
surprise to me. I don’t know anything about it. 

Mr. Curris. You never heard of it before ¢ 

Mr. Suerman. I don’t believe I have. 

Mr. Curtis. When you were working on Mr. Davis’ tax matter, you 
knew at that time about Mr. Dickson Lee ¢ 

Mr. Suerman. Yes. 

Mr. Curtis. And you knew what he had been charged with and 
found guilty of ¢ 

{ No response. ) 

Mr. Currts. Did your investigation lead you to know that Mr. Lee 
and Mr. George T. Davis were quite closely associated in that activity ? 

Mr. Surrman. I knew it had been alleged that way, that they had 
been. 

Mr. Curtis. You knew that it had been alleged that they were? 

Mr. SuermMan. Yes. 

Mr. Curtis. With the knowledge of those allegations, you happened 
to notice that there was some transaction in the bank account YI} each 
that might be related to each other ¢ 

Mr. SuermMan. Yes, sir. 

Mr. Curris. I think that is all, Mr. Chairman. 

Chairman Kine. Mr. Byrnes. 

Mr. Byrnes. You said you found no evidence of fraud? 

Mr. Suerman. Yes, sir 

Mr. Byrnes. In this preliminary examination? 

Mr. SurremMan. Yes, sir. 

Mr. Byrnes. What do vou have to have in addition to what you 
found in this case in order to lead you into a full-fledged fraud ex- 
amination ¢ 

Mr. Suerman. In the final analysis it is income which has not been 
It could be a check which does not appear. in his income 


repol ted. 
recoral. 
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Mr. Byrnes. You had at least $10,000 every year for 3 years that 
did not appear in gross income; did you not? 

Mr. Suerman. ‘That is right. 

Mr. Byrnes. In addition to that, what do you have to have to show 
fraud? Enough possibilities of fraud to lead to a full investigation ¢ 

Mr. SuHerman. Those differences would have to be reconciled, and 
that which we could not reconcile as nonincome deposits, those would 
be subject to question. 

Mr. Byrnes. Did you attempt to make such a reconciliation ? 

Mr. Suerman. No, sir. 

Mr. Byrnes. Then how would you know that there was no evidence 
of fraud ¢ 

Mr. Suerman. I had not found any myself. 

Mr. Byrnes. What I am trying to find out is what the policy of 
the Bureau is or what your policy is in making a preliminary exami- 
nation as to what you ‘have to find in order to go ahead with a full- 
scale fraud examination. 

Mr. Suerman. There are many cases that we have on which we 
make a preliminary examination, we find no fraud, although as in 
this case perhaps the bank accounts or the deposits might be larger 
than the income. But if we see no fraud, find no fraud within a 
short period, we will, instead of wasting our time or using our time, 
turn it over to one of the other offices, collector's office, or the revenue 
agents for their audit. Then on their audits, if they discover fraud, 
they are expected to suspend their operations at that time and re- 
quest a joint investigation with the Intelligence Unit. 

Mr. Byrnes. I still do not understand, and this is simply a matter 
of information to find out how you work, as to what evidence of 
fraud you have to have or find in a preliminary investigation before 
you look further to find out whether actual fraud does exist. 

Mr. Suerman. If we should find a concealed bank account, for 
instance. 

Mr. Byrnes. Did you look for a concealed bank account in this 
case ¢ 

Mr. Suerman. I circularized the banks in the bay area, I circular- 
ized the brokerage houses, I circularized the county records for prop- 
erty and sales. Those are the routine procedures we go though in all 
instances. 

Mr. Byrnes. And you did not find any that were unreported ? 

Mr. Suerman. I found no bank accounts that were not known. 

believe the bank accounts that were known at that time also were 
! ‘rhaps furnished me by Mr. Bailey and Mr. Adams. 

Mr. Byrnes. As I understand, they went to the Bureau to find out 
what the bank accounts were that this man had, and were told that 
the Bureau could not furnish that information to them. 

Mr. Suerman. I think they were aware that I was working on bank 
accounts, though. I am not sure. I might not be able to tell them 
what I had found, but I am pretty sure that they knew I was work- 
ing on the bank accounts. 

Mr. Byrnes. In other words, in a preliminary examination, as I 
understand it, you have to find positive evidence of fraud before you 
go into a full-scale examination to see how far the fraud extends: is 
that it? 

Mr. Suerman. Yes, sir; that would be the basis, I believe. 
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Mr. Byrnes. Did you talk to Mr. Davis about his bank account and 
ask him if he could possibly give you an offhand, at least, explanation 
as to why this big difference between his gross income and his bank 
deposits existed ? 

Mr. Suerman. No; I did not. 

Mr. Byrnes. You did not contact him at all? 

Mr. Suerman. No. 

Mr. Byrnes. Did you ever talk to Mr. Davis? 

Mr. Suerman. No; I wouldn’t know the gentleman. 

Mr. Byrnes. Did you ever talk to him? 

Mr. Suerman. No; not to my knowledge. 

Mr. Byrnes. Did you audit Mr. Lee’s returns? Did you look 
through those returns? 

Mr. Suerman. I believe I did. As I recall, I found nothing that 
would be of any importance according to my Judgment. 

Mr. Byrnes. If you found the same thing that you found as far 
as Mr. Davis, that conclusion would not mean too much? 

Mr. Surerman. It would not be his account so much from the allega- 
tions. It would be going into Davis’ account that would show up, 
because the allegation was that Dickson Lee—or it is my eaeutiad 
ing, at least—was passing money on to Mr. Davis for services. 

Mr. Byrnes. I was wondering, though, whether these interchanges 
of funds were reported by one or the other of them as income. To 
what extent did you make an examination and audit of Mr. Lee’s 
income-tax returns and a comparison of his returns with his gross 
income as shown by his bank statements and various accounts? 

Did you make any check there at all ? 

Mr. Srerman. I believe I did, but I don’t recall what it was. Ap- 
parently it was very insignificant, so I don’t recall at all. 

Mr. Byrnes. What do you mean by apparently insignificant? 

Mr. Suerman. Maybe a couple of thousand dollars, maybe $3,000; 
I don’t recall. 

Mr. Byrnes. But you did have funds coming out and you did show 
a withdrawal of funds from Mr. Lee’s account which shows up as 
deposits in Mr. Davis’ account in the same amount and around the 
same date, did vou not? 

Mr. SHerman. They could be the same funds; yes. 

Mr. Byrnes. Do you know how much those deposits amounted to 
that corresponded there ¢ 

Mr. Srerman. You mean the fund that could have gone into Mr. 
Davis’ account from Lee’s? 

Mr. Byrnes. Yes. 

Mr. Suerman. I don’t recall; no. I don’t think they were very 
much. 

Mr. Byrnes. Do we have that information here / 

Mr. DeWrnp. We would have to make an analysis of the bank ac- 
count. 

Mr. Byrnes. I thought the work sheet might show which one of 
these bank accounts that he refers to in his letter were similar. 

Mr. DeWrnp. It would require an analysis which has not been made 
on the work sheet. 

Mr. Suerman. I don’t think it was very much, as I recall it. 
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Mr. Byrnes. But you had no recollection at all as to what was done 
or recommended as far as Mr. Lee’s income-tax returns were con- 
cerned ¢ 

Mr. SuermMan. No, sir. 

Mr. Byrnes. Do you think that you handled this case properly, even 
by hindsight ? 

Mr. Suerman. No person likes to admit something that doesn’t 
look right, but at that time, though, I think in my judgment it was 
all right, after I talked to Mr. Read and under the circumstances, | 
think probably it was the best thing, because if anything was going 
to happen or if they were going to happen, I expected it to come out 
in the revenue agent’s audit. 

Mr. Byrnes. But you did not suggest an immediate audit, did you? 

Mr. SuermMan. Not in my letter; no. 

Mr. Byrnes. And you knew at the time a ease was being worked on 
and was pending in the Immigration and Naturalization Service of 
the Justice Department / 

Mr. SuerMan. In connection with the so-called passport fraud. 

Br. Byrnes. Which Mr. Davis entered into? 

Mr. Suerman. Yes. As I recall, at that time I was principally in- 
terested in trying to form some connection with Mr. Davis’ account 
and Dickson Lee to find out if there was any connection between the 
two, or any evidence which could be furnished the Immigration 
Service for their use. 

Mr. Byrnes. You did find some? 

Mr. SHerman. No, they couldn’t prove anything by that. 

Mr. Byrnes. You had a start. They could work from there at 
least. They knew that there was evidence of a possible operation 
between Lee and Davis. 

Mr. SurrMan. They suspected it, too. 

Mr. Byrnes. And you confirmed it somewhat by the situation of 
the bank account. 

Mr. Suerman. Possibly, but I wouldn’t consider it evidence, though. 
I couldn't find it there. It wouldn’t help them that I could see. 

Mr. Byrnes. It was corroborative of their suspicions somewhat, even 
though it might not be legal evidence that it could be used in court. 

Mr. SHerman. I am not sure that they were the same amounts. 
It just appeared that it was a transfer from one to the other. I 
couldn’t say. 

Mr. Byrnes. You could not swear under oath that they were the 
same. But at least you showed up on the record that you had the 
same amount of money on a given day coming out of Mr. Lee’s 
account, and the same amount of money about the same time going 
into Mr. Davis’ account. 

Mr. Suerman. That is right. 

Mr. Byrnes. Is that not pretty suspicious and something to suggest 
that there is a relationship ? 

Mr. SurerMan. It is very possible that I told those gentlemen about 
that. 

Mr. Byrnes. You certainly did not mention it in the report. 

Mr. Surrman. No, I didn’t in the report. But my report was 
merely factual, you might sav. Those were merely suspicions and 
there was no foundation for them that I could find. 
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Mr. Byrnes. That is what you were looking for. What did you 
really do to find out whether those funds that went into Mr. Davis’ 
account were in truth and in fact the funds that came out of Mr. Lee’s 
account. What did you do to confirm or disprove that ? 

Mr. SHerMan. I wasn’t able to do either. 

Mr. Byrnes. You did not do anything / 

Mr. SHerman. Oh, yes, I tried. But I was not able to prove yes 
or no. 

Mr. Byrnes. What did you do totry to prove it ? 

Mr. Suerman. Take for instance Mr. Davis would have an amount 
in his deposit. I would find on the deposit slip the number of the 
bank where it came from. Then you try to go through the record of 
the bank, through the transit letters from one bank to another, and 
then after you get to the bank where it is going back to be charged 
to the man’s account, then you have to decide whose account that went 
to, and that is a terrific job. 

Mr. Byrnes. You did not do it ? 

Mr. Suerman. | tried it, but it was an impossibility. 

Mr. Byrnes. Where did you come up against the stone wall ? 

Mr. SuermMan. Practically at the beginning. As I recall—well, 
you take any even or round amount, say in small figures, $100, $150, 
$50, through a large bank, like the Day and Night, the Anglo-Cali- 
fornia, where they clo a big business every day, those amounts come 
up constantly, and it is practically impossible to pin down any one 
item going backward. 

Mr. Byrnes. Do you remember whether this item was a round 
figure item, was it $50, was it $20, was it $100? 

Mr. Suerman. No. As I recall, none of those amounts were too 
large. I don’t recall. 

Mr. Byrnes. Do you recall whether they were round figures? 

Mr. Suerman. As I recall, most of the figures on the list of charges 
against Mr. Lee’s account were $35 or $30, perhaps $50. Those are 
terrifically hard to trace. If you get a figure up in the hundreds, or 
8469 and some cents, then you have one amount that is pretty hard 
to duplicate, and then you really can trace it down. 

Mr. Byrnes. You are sure now these were small amounts like that ¢ 
None of the amounts were over $100 which you refer to in the para- 
graph of your letter, where you say there were certain amounts that 
corresponded ¢ 

Mr. Suerman. I can’t swear to that. 

Mr. Byrnes. I understand you are telling the committee now that 
you cannot trace them because they were very small amounts, and 
very difficult to trace, therefore. 

Mr. Suerman. That is my recollection. It might have been more 
or less. 

Mr. Byrnes. Then your generalization does not help us very much, 
loes it, that small amounts are hard to trace, because you are not sure 
that these were actually real small amounts. 

Mr. Suerman. I am not positive now, no. 

Mr. Byrnes. But you made no effort other than what you could 
develop by looking at bank accounts to find out whether there was 
any evidence of a relationship between these two individuals, or 


c 


whether there was any unreported income on Mr. Davis’ return? 
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Mr. Suerman. I did try to locate the canceled checks of Dickson 
Lee, as I said thismorning. I found out where his family lived. They 
lived on South Market here somewhere, and I went there and I got 
no satisfaction at all. 

Mr. Byrnes. These deposits that were made to Mr. Davis’ account, 
were you able to locate the deposit slips? 

Mr. SHERMAN. I am pretty sure, most of them. 

Mr. Byrnes. Did they show the checks were drawn on the same 
bank with which Mr. Lee had his account ? 

Mr. SHerMAN. I am sure of it. It must have. The ABA number 
must have been the same account of the bank that Mr. Lee carries 
in his account, or there were similar amounts on similar dates. That 
would be the only way I could reconcile that much. 

Mr. Byrnes. That element itself, the fact that the deposit made 
to the Davis account on a particular day came from a check drawn 
on the same bank that Mr. Lee kept his account—— 

Mr. SuermMan. Yes. 

Mr. Byrnes. That would show that there was that much possi- 
bility that those two items were connected items? 

Mr. SuHerman. It would be the same thing, yes. 

Mr. Byrnes. It would be that much more evidence that the amount 
that went into Mr. Davis’ account, since it did actually come, the 
record would show, from the bank in which Mr. Lee had his account, 
that it might be a check drawn by Mr. Lee? 

Mr. SuermMan. Sure, it might be. 

Mr. Byrnes. It would be that much more evidence than just look- 
ing at two bank statements, one showing a withdrawal of one day 
and another one showing a deposit on the same day of the same 
amount. Do you follow me? 

Mr. Suerman. Yes. I thought maybe I mixed myself up. I don’t 
have my work papers. I presume, though, that I saw the same ABA 
numbers as Dickson Lee’s bank. As long as you bring that specific 
point up, I would have to see my work papers. I am positive that is 
the case. 

Mr. Byrnes. If it did show that, it would be that much more indi- 
cation that those moneys that went into Mr. Davis’ account came 
from Mr. Lee? 

Mr. Suerman. Yes. 

Mr. Byrnes. But you cannot say definitely one way or the other 
that that is actually what you found on the deposit slips at Mr. Davis’ 
bank ? 

Mr. SuermMan. Let me see. I wouldn't swear to it unless I saw it, 
but I presume that that is what it is. 

Mr. Byrnes. Where are your work sheets now ? 

Mr. Suerman. I don’t know. 

Mr. Byrnes. Where would you guess, if you wanted to get them ? 

Mr. Suerman. I don’t know where to get them. They were attached 
to the file at one time. 

Mr. DeWrnp. There are certain work sheets in the file that we have. 

Mr. Byrnes. I think this is rather important, Mr. Chairman. It 
might be well, at the conclusion of his testimorfy, if we have his work 
sheets here, if he would find that to see actually what was done by way 
of tracing these funds, and then he might be recalled. 








2302 INTERNAL REVENUE INVESTIGATION 


Chairman Kine. Is there anyone here that might know what these 
work sheets meant without the presence of Mr. Sherman to interpret 
them ? 

Mr. Suerman. I generally fixed my work sheets up after the de- 
posits. I would put a bank number, like 11-35, or 90-100. Each one 
of those means a different bank. 

Mr. Byrnes. My only thought, Mr. Chairman, was that he prob- 
ably could refresh his memory by looking at his old work sheets and 
then might be able to clear up at least this point as to what extent he 
attempted to trace the moneys directly to Mr. Lee. 

Chairman Kune. Could you do that very well, Mr. Sherman ? 

Mr. Suerman. I think I could. I think I can do it right now, if 
you wish. 

Mr. Curtis. I want to ask you one question before you proceed with 
that. 

When you, as part of the Intelligence Unit, are working on a case, 
do you sometimes interview the taxpayer ¢ 

Mr. Suerman. Yes. We always interview him before the case is 
closed, if we are allowed to. 

Mr. Curtis. Do you ever interview the taxpayer in your preliminary 
examination ¢ 

Mr. SuerMan. Lots of times we do not. 

Mr. Curtis. Do you do it sometimes? 

Mr. SuermMan. Yes, occasionally. 

Mr. Curtis. Can you remember any cases where you interviewed 
the taxpayer and conducted other investigations and then found that 
there was no case of fraud ? 

Mr. Suerman. I don’t recall. I presume I have done it. I don’t 
know when. 

Mr. Curtis. In other words, when a case is referred to you, you are 
perfectly free to interview the taxpayer if you find it necessary, and to 
do so without implying guilt on the part of anyone, is that true? 

Mr. Suerman. Oh, definitely. 

Mr. Curtis. That is all. 

Chairman Kine. Perhaps you should be excused, Mr. Sherman. 
You may work wherever you can. Perhaps, Counsel Silk, you could 
make a room available to him. 

Chairman Kine. Mr. O'Connell, please. 

Do you solemnly swear the testimony you will give will be the 
truth, the whole truth, and nothing but the truth, so help you God? 

Mr. O'Conne tt. I do. 

Chairman Kina. Be seated, Mr. O'Connell. 


TESTIMONY OF JOHN P. O'CONNELL, FRAUD CONTACT AGENT, 
INTERNAL REVENUE AGENT'S OFFICE, BUREAU OF INTERNAL 
REVENUE, SAN FRANCISCO, CALIF. 


Mr. DeWrnp. Mr. O'Connell, what is vour full name, please ? 

Mr. O’Conneti.. John P. O'Connell. 

Mr. DeWinp. What.is your position ? 

Mr. O’Connewy. Fraud contact agent, internal revenue agent’s 


office. 
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Mr. DeWrnv. When you say fraud contact agent, you mean you 
are the contact agent between the Intelligence Unit and the internal 
revenue agent’s office ¢ 

Mr. O’Conne ty. Yes; and also any contacts that might be made so 
far as the regional counsel’s office or the United States attorney’s 
office, and also in control and advisory capacity to any of the agents 
that are working on fraud cases. 

Mr. DeWinp. In general, you have delegated to you responsibility 
over the relationships between the various offices in fraud cases? 

Mr. O’ConNELL. Yes, sir. 

Mr. DeWrnp. Mr. O'Connell, I have here a report to the special 
agent in charge of the Intelligence Unit in San Francisco dated 
June 8, 1949, prepared by Mr. Anthony Sherman, special agent. It 
Is sti ampe “l at the top “Re sported, e *xamined, approved, and forwarded 
to the internal revenue agent in charge, San Francisco, Calif., June 
9, 1949. Ralph R. Read, special agent in charge, San Francisco 
Division,” and then there are initials indicating that somebody signed 
Mr. Read’s name. At the top it has in pencil “To J. P. O'C.” 

Is that you, Mr. O'Connell? 

Mr. O’Conneu. Yes, sir. 

Mr. DeWrnp. It is also stamped “Received in the office of the in- 
ternal revenue agent in charge June 10, 1949,” and then it has also 
noted in pencil the words “Noted 6-13449. J. P. O'C.” 

Let me show you this, and see if you can identify vour initials on it. 

Mr. O’Connecy. That is my handwriting. 

Mr. DeWtnv. Can you tell by examining that document, or do 
vou recall by whom it was transmitted to you in your own office 

Mr. O'Connett. Yes; by Robert L. Sutherland, the assistant in- 
ternal revenue agent in charge. 

Mr. DeWinp. That would be in the ordinary course, would it, that 
i report of this kind would come from the Intelligence Unit ? 

Mr. O°Connewi. Yes, sir; that is right. 

Mr. DeWrnpv. Do you recall receiving this report, Mr. O°Connell? 

Mr. O’'Conneur.. I had oe recollection of it until I was shown the 
letter, I think last night, by Mr. Taylor. Before that I think that 
Mr. Tuckman brought the letter to the office. But when I read it now 
it comes back to me quite ( learly. 

Mr. DreWrinp. What did you do when you received this report from 
Mr. Read’s office ? 

Mr. O'Conne cy. At the time that this is dated T had no secretary 
T had a girl clerk who could not take dictation. Everything had to be 
written out for her in longhand. 

And as I recall now, the custom at that time was to take a small 
piece of scratch paper and attach it to this with a notation on it of 
what I thonght should be done with it. and give it to one of the 
group chiefs. 

At that time I didn’t have a group, to the extent that I didn’t have a 
separate group that always did fraud cases. Whenever I got a fraud 
case to work I would go to one of the group chiefs and have a man 
assigned for that particular case. 

He would take the man out of his group and refer him to me, and 
from that time on until he finished the case he was under my juris- 
diction. 
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My recollection of this—in view of the fact that I see that the top 
of paper has been perforated in addition to the staple that is holding 
it—is that this had attached tc it at some time something else that 
isn’t there now. 

My thought in the matter is that at that time I made this notation 
to one of the group chiefs, as was customary, and I would put onethere 
what agent, and a question mark after it, or “For assignment according 
to your discretion”—something of that nature. 

Mr. DeWinp. Can you establish at all to whom this report was 
referred, if anybody ? 

Mr. O’'Conneti. I can’t now, for the reason that this is almost 
2 years ago, and my custom was not to load any one particular group 
chief up with this type of work, because when I did it took production 
away from his group. 

So I tried, as they came in, letters of this kind, to give them to 
different ones at different times, so I wouldn't be using too many men 
out of one group. 

Mr. DeWinp. Now, this report refers to gross receipts and reported 
income covering the years 1946, 1947, and 1948? 

Mr. O’Connei. That is right. 

Mr. DeWrnpv. Was any examination or audit made of Mr. Davis’ 
returns for those years ? 

Mr. O'Connewt. To date, no, they haven’t been made. 

Mr. DeWinp. To date there has been no examination ? 

Mr. O’ConnELL. Not todate. It has been assigned for examination. 

Mr. DeW inv. When this report was forwarded to your office in 
June of 1949, all of those years were open under the 3-year statute 
of limitations, were they not? 

Mr. O’Connett. Yes. Let’s see, 1946, filed in 1947, was outlawed 
in 1950. 

That is correct, all those years were open at that time. 

Mr. DeWinp. Then 1946 became closed in March of 1950, for ordi- 
nary tax assessment purposes ? 

Mr. O’Conneti. That is correct. 

Mr. DeWinp. And 1947 became barred in March of 1951? 

Mr. O’Conne tt. That is right. 

Mr. DeWinp. That means that only the year 1948 remains open? 

Mr. O’Conne tt. Is still open. 

Mr. DeWinpv. Unless, of course, fraud should be shown, in which 
event the years would all be open ? 

Mr. O’Connewy. That is right. 

Mr. DeWryp. But for additional tax-assessment purposes, 2 out 
of those 3 years are now closed ? 

Mr. O’Conneti. That is right. 

Mr. DeWinpv. Mr. O'Connell, can you say why there was never any 
investigation made on the basis of this report ? 

Mr. O’Connett.. No; Tamsorry. I can’t. 

When I assigned it, I actually supposed that it would be assigned 
in the ordinary course of events and would not come back to me unless 
indications of fraud were found, in which event the agent then would 
report back to my group. 

Mr. DeWrnp. Do you know from your records when an agent was 
first assigned to investigate this matter? 

Mr. O'Connewy. I don’t recall now. I didn’t look the matter up. 
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However, I think that Mr. Petrini, who was the one who was first 
. issigned to this, will be able to tel] you later on. I think he looked 
up the records on it. I didn’t. 

Mr. DeWinp. Mr. O'Connell, on the basis of that report, would it 
be your view that there were clear reasons for proceeding with an in- 
vestigation of that matter 

Mr. O’Connewy. I think so, and I think that is the reason that 
Sutherland assigned it to me, because he probably read the context 
ind decided that it should be taken as a fraud case, or investigated 

th fraud in mind. 

Mr. DeWrnp. But, once you pass it along for investigation, there 
s no system by which you keep track of cases referred to you ¢ 

Mr. O’Connext. No. The instructions are, even without a letter of 
this kind, that an agent in an ordinary investigation, when he finds in- 
dications of fraud, is to cease work immediately and report back to 
the office, to me. 

We discuss the case and go over all the features of what he has 
found, and, if I believe there is sufficient evidence to indicate a pos- 
sibility of a criminal charge being brougl®, I refer the matter up to 
the special agent in charge for a joint investigation. 

Mr. DeWrnp. Looking at the figures on page 2 of that report, and 
without mentioning the amounts involved, because of section 55 lim- 
itations, you will observe that the relationship between the reported 
cross income and the net income shows that there were deductions 
claimed of between 60 and 70 percent of the gross income. 

Mr. O’Connewt. That is right. 

Mr. DeWunp. In the case of a lawyer, with deductions of 60 to 70 
percent of the gross income, would that be a matter which would in- 
dicate the need for examination ¢ 

Mr. O’Connewi. In ordinary lawyers’ cases it might not be of any 
importance, for the reason that quite often we have lawyers with what 
we call trustee accounts. 

In other words, they have fees in separate accounts which they keep 
pending completion of the case, and at this time the fees are transferred 
back to the expense account, the expenses of the case transferred to 
the expense account; so that ordinarily the total deposits, unless you 
go into them, don’t make much difference at first glance. 

Mr. DeWinv. I am not talking about deposits. I am talking about 
the relationship between gross and net income. 

Mr. O’ConneE . I see. 

Mr. DeWrnp. I was just wondering whether there was any indica- 
tion from those figures that some check ought to be made. 

Mr. O'Conneti. Yes, 1 would say that an ordinary investigation, 
not necessarily a fraud investigation, when you take just those two 
figures here, total receipts per returns 

Mr. DeWinp. Do not mention the figures, please. 

Mr. O’Conne.t. No, I am not going to mention the figures. 

But when you take the total receipts per return, and then you take 
the net income per return, an ordinary investigation wouldn’t mean 
anything, because the expense might be in the case of an attorney who 
would have a large number of personal sources—in that case, where 
he pays his taxes on a percentage basis he might have a lot of expenses 
against that so it wouldn't hold true in every case of a lawyer. 
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Mr. DeWrnpv. But you thought on the basis of the whole report 
that it was a proper case for referral to the fraud squad ¢ 

Mr. O'Connett. I think so. I may not have thought much of it 
at the time, but I think so now. 

Chairman Kine. That is important. 

Mr. Curris. The action you took was an action wherein you ex- 
pected a fraud investigation to be made; was rt not ¢ 

Mr. O'Con> vit. I expected to have an agent assigned to the case 
with this letter in mind, and make an investigation as suggested by 
this letter. 

Mr. Curtis. In other words, there was no other action you could 
take to send it on its way for such an investigation ¢ 

Mr. O’Conneti. No. I was following the usual procedure. 

Mr. Curtis. So, it was your opinion then as well as now that it 
should be investigated / 

Mr. O’'Conne.t. Yes, sir; I think it should have been checked up. 

Mr. DeWrnpv. Now, to put the question another way, Mr. O’Con- 
nell, if this case had come to your office before the special agent’s 
office had any connection @ith it, would you have recommended this 
type of case for joint investigation ? 

Mr. O’Conneti. I would have had the agent make a complete and 
thorough analysis of the deposits to find out where the money came 
from, and then we would have talked it over and decided whether 
it required a joint investigation. 

Mr. DeWinp. So far as you know, that was never done ¢ 

Mr. O’Connewu. No, because the case has never proceeded that far. 

Mr. DeWinp. Did anybody ever discuss the assignment of this 
case with you ¢ 

Mr. O’Conneti. No; never did. 

Mr. DeWrnp. You never talked with the agent in charge about it? 

Mr. O’Connett. No; Iam positive of that. 

Mr. DeWinpv. Do you have any further knowledge concerning the 
matter in any way that you can give this committee ¢ 

Mr. O'Conneti. No: I have no knowledge at all. 

I don’t know Mr. Davis. I talked to him once on the phone, but 
not in reference to this case. It was in reference to a client’s matter. 

Mr. Curtis. Was that client anyone that was mixed up with Chi- 
nese deals / 

Mr. O'Connewu.. No, sir: not at all. 

Mr. Curris. Who was it that decided what agent should pursue 
this matter / 

Mr. O'Connetw. The group chief. 

Mr. Currts. The group chief? 

Mr. O'ConnetL. Yes, sir. 

Mr. Curtis. And you do not recall at this time what particular 
group chief you turned it over to? 

Mr. O’Conneti. No. At that time we had five group chiefs. 

Mr. Currts. Was it the responsibility of that group chief, once 
he received it and made an assignment of it, to check up on it to see 
whether or not the report was forthcoming ? 

Mr. O'Conne tt. No. It would have been the duty of the agent, 
after he was assigned to it. to make an investigation, and hé found 
that there were indications of fraud, to come back to me with it. 
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Mr. Curtis. But, suppose—and this is a hypothetical question; | 
do not know that it happened in this case—that the agent to whom it 
was referred does nothing, puts it in his pocket, or delays, or for 
any reason does nothing. 

Under your practice over there, whose responsibility was it to 
check up and see what is happening ¢ 

Mr. OC ‘ONNELL. The group chief. 

Mr. Curtis. The group chief / 

Mr. O'CONNELL. Yes, sir. 

Mr. Curtis. And that is the practic ef 

Mr. O'CONNELL. Yes, sir. 

Mr. Curtis. That is all. 

Mr. Byrnes. Do you keep any tickler on the cases you have as 
~ oned for Investigat ion, so that you can make a recheck to see whether 
anything has been done on them ¢ 

Mr. O’Conwev.. If they are being worked as fraud cases, Ves, I 
have a ecard index, 

Mr. Byrnes. What happened in this particular case 

Mr. O’CONNELL. This was not a fraud case, This Wits assigned 
to determine whether or not there was fraud by the regular group 
chief. 

Mr. Byrnes. Who would decide whether it would fall in that cate 
gory ¢ 

Mr. O'Connewn. It is the group chief’s responsibility. He assigns it 
out, and it is his responsibility until indications of fraud are found. 
Then it becomes my responsibility. 

Mr. SYRNES. As | understood it. though. ] thought that once you 
assigned it out the agent that got it reported back to vou after he had 
studied it. 

Mr. O¢ ‘ONNELL. | don't assign it out. The group chief issigns if 
out. This is referred to him for assignment and report back to me if 
he finds indications of fraud. 

Mr. Byrnes. You will notice that the last paragraph of that lette 
did not suggest an immediate investigation, but that it might be con 
sidered along with some future audit of Mr. Davis’ future return: 

Did you hold to that view when you assigned it ? 

Mr. (CONNELL. Apparent ly SO, because it apparent ly was putin the 
file awaiting receipt of the returns, which we didn’t have at that time. 

Mr. BYRNES. So that. as far as you were concerned, you did not ex 
pect an immediate audit of the return / 

Mr. OConnN} ae expected the thing to be assigned fo ah Invest 
gator, but I didn’t know at that time that we didn’t have any returns 
in the file. j 

Mr. Byrnes. You expected in June of 1949 that vou would not 
have any returns other than the 1946, 1947, and 1948; did vou? 

Mr. O'Connewi. We didn’t have them in our file. It says right her 
in this letter that Mr. Sherman had them. 

Mr. BYRNES. As I unde stood the last paragraph of that lettey 
you would read it, I might be able to ask you about it. 

Mr. O'Connewn. It says, “At the present time it does not appear that 


a joint investigation is indicated, but it is recommended that a ec 1 
this report be furnished the internal revenue agent in charge. 8 


Francisco. Calif.. with the suggestion that when the returns of M: 
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Davis are audited that his bank deposits be reconciled with his income 
as reported on his returns. If, at that time, it appears that Mr. Davis 
has been attempting to evade his income tax it 1s recommended that 
this office be notified in order that a joint investigation be made.” 

Mr. Bysnes. When you say you did not have the returns, I do not 
follow that process. 

Mr. O’Connext. In this letter, Mr. Sherman says that his income 
tax returns for 1946, 1947, and 1948 have been scrutinized. Mr. Sher- 
man had those returns in his possession, not us. 

Mr. Byrnes. Right. 

Mr. O'ConNELL. So naturally it would be if in the natural course of 
events which I think should have been done in this case and Tony prob 
ably overlooked it, when he sent this report down, he should have sent 
those returns down with it. 

Mr. Byrnes. That is what puzzles me. 

Mr. O’Conne tt. I am still at a loss, and I don’t know whether he 
can explain why he didn’t, but in the ordinary course of events 
when he sent this report to us for investigation, if he had the returns 
in his possession, I think he should have sent them along with it. 

Mr. Byrnes. If he did not, where would they have likely gone? 

Mr. O'Conne.y. Gone back to the collector, probably. 

Mr. Byrnes. Then they would have waited in ordinary routine until 
they got this, is that it? 

Mr. O’Connett. That is right. 

Mr. Byrnes. So it might be some time before the returns would 
check up in your office with the letter ? 

Mr. O’Connett. That is right. 

Mr. Byrnes. Did I understand that you are sort of a liaison be- 
tween the internal revenue agent’s office and the special agent and the 
collector and the United States attorney’s office also ? 

Mr. O’Conneti. Yes. I have had it for 18 years. I think it has 
grown. It seems if anybody in the United States attorney’s office 
wants to know anything about a case that they have under indict- 
ment, they phone tome. If Walter Campbell’s office rings up and he 
wants to know, he phones me and the boys in the collector's office the 
same way. And quite often I have calls from the technical staff 
across the street, which are in fraud cases which have gone past the 
criminal stage and are sent back to us for civil action. 

Mr. Byrnes. Do you recall ever receiving calls back in 1949 from 
the United States attorney’s office or the Immigration and Naturaliza- 
tion Service relating to Mr. Davis’ return and the audit of his re- 
turns ¢ 

Mr. O’Connetu. Never did. 

Mr. Byrnes. You never did? 

Mr. O’Conne.u. I never did. I would have remembered if we had. 

Mr. Byrnes. Were you acquainted that this preliminary examina- 
tion was originally made by Mr. Sherman at the request of the Immi- 
gration and Naturalization Service? 

Mr. O’Connetu. No, sir. 

Mr. Byrnes. That appears in the first paragraph of the letter, does 
it not? 

Mr. O’Connett. I don’t recall it. I would say now probably I read 
it at the time, but I have no distinct recollection of it at all. It ap- 
pears in that paragraph. 
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Mr. Byrnes. Would not that suggest that that matter should be 
treated with a little more expeditious action than the routine normal 
audit ¢ 

Mr. O’Connewt. It might appear so now, but at the time it followed 
the usual course. I don't recall now distinctly whether I called the 
group chief's attention to that paragraph or not. But in any event it 
would have to follow the course it did to get an agent to work on it. 

Mr. Byrnes. It would have to be assigned, surely, 


Mr. O'Connewu. Yes: that is what I mean. But the letter went 
along for assignment and it went along for the assignment to the 
revenue agent who hy ui hal ced the case To fully acquaint him with 


everything that was concerned in the ease. Then it was more or less 
up to him to pursue the investigation. 

Mr. Kean. If these returns had been sent back by Mr. Sherman 
to the collector’s oflice, was there any reason under the regulations 
then in effect why the mn elt ever be audited ? They were not ina 
class which would necessarily be audited, at least 1 or 2 years were not. 

Mr. O'ConNELL. No: because at the time they were sent back, at the 
time this letter was written, June 8, 1949, all three, 1946, 1947, and 
1948, were still within the statute. 

Mr. Kean. Yes, but they might not necessarily be audited. It says 
there to await the audit. Only returns with a certain net income, and 
so forth, were audited, Mr. O'Connell, and there might be a possi- 
bility that these returns, if sent back by Mr. Sherman to the collector's 
office, would just be filed among the rest of the collector’s returns and 
never be audited. 

Mr. O’Connetsi. That is true, with the exception that if the agent 
who got this letter thought it of sufficient importance, he would requi- 
sition those returns, and I believe that is what he did. I think that will 
be shown by Mr. Petrini later on, and the reason he did not get the 
returns. ; 

Mr. Kean. But the fact that Mr. Sherman, instead of sending them 
on to you, returned them to the collector's office, might have meant 
that they would never have been audited in the normal course of 
business. 

Mr. O’'Connett. Asa possibility, that is true. 

Mr. Byrnes. You said at this time you did not have a fraud squad. 
Do you now‘ 

Mr. O’Connetu. No, I have now a racket squad. That is distinct, 
however, from the fraud investigation. I still carry the fraud investi- 
gations on as formerly. But in addition to that, I have about 35 men 
who work on nothing but rackets. 

Mr. Byrnes. When did you start that ? 

Mr. O’Connety. In May of last year. However, I wouldn’t assign 
a case like this to the racket squad, because it does not fall within the 
category of rackets. 

Mr. Byrnes. Passport falsifications? 

Mr. O’Conneti. No, we classify gamblers, houses of prostitufion, 
and eases of that kind are racketeers. 

Mr. Byrnes. You said also that back in 1949 you did not have any 
secretary or clerk around that could take shorthand. 
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Mr. O’Connett. No. I only had a girl and she didn’t take short 
hand. She was just a clerk. So as a result every letter I wrote | 
would have to write out in longhand and she would type it. 

Mr. Byrnes. Do you know what classification she had ¢ 

Mr. O’Conne tt. I don’t recall. 

Mr. Byrnes. How did she get in? 

Mr. O’Conne tt. She is only a clerk. 

Mr. Byrnes. She was not a clerk-stenographer / 

Mr. O’ConnetL. No, just a clerk, clerk-typist, we call them. We 
took her out of the typing pool. 

Mr. Byrnes. And yet with this volume of work you had, that is, all 
this liaison, you did not have any—— 

Mr. O'Connewi. No stenographer, just a clerk-typist. 

Mr. Byrnes. Did you ever requisition one ‘ 

Mr. O’ConneLL. We only had a limited number of stenographers 
in the office at that time. The girl I have now, I took her out of the 
record section because she had studied shorthand in school, and she is 
a fairly good shorthand artist now. She is a fairly good clerk. 

Mr. Byrnes. Was this girl competent as far as her other duties 
she had‘ That is, the girl you had back in 19494 

Mr. O’Connewt. As far as clerical work was concerned, it was all 
right, but she could not take shorthand, and as a result it slowed down 
proceedings a great deal when you had to take down everything in 
longhand. 

Mr. Byrnes. She was not there to take care of somebody, as far as 
politics is concerned ¢ 

Mr. O’Conne.y. No; she is civil service. Everyone in our office is 
civil service. 

Mr. Byrnes. That does not necessarily—— 

Mr. O°Conne i. We take them off the civil-service list—that is, the 
top of the list when we want them, regardless of polities. 

Mr. Byrnes. Of course, this was back in 1949. She might have 
come in earlier. 

Mr. O’Connewt. No. I have been there 30 years and I don’t remem- 
ber anybody that ever came in except off the civil-service list. 

Mr. Byrnes. You mean of the clerk classification ¢ 

Mr. O’Connew.. Clerks or typists or anything—all come in off the 
civil-service list. 

Mr. Byrnes. You mean down in the clerk category, of course. 

Mr. O’Connetyt. Oh, yes. The clerks’ list. The Civil Service Com- 
mission has a list and we go to them for our clerks and typists and 
stenographers. 

Mr. DeWtnp. Mr. O'Connell, I have here a penciled note dated 
January 19, 1951, which says: 

In re George T. Davis. - When this case is assigned, the agent should contact 
J. P. O'Connell in 642 in re currency transaction report in S. 1. files. 

Then it says: 

Morning, room 1706, Robert Lund, 8S. F. 

Is that in your handwriting? 

Mr. O’Connetn. Yes, sir; it is. 

Mr. DeWrnp. Can you tell the committee what matter that 


related to? 
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Mr. O’Connett. January 19, 1951, Robert Lund, who is squad 
leader in the special agent’s office, who is now assigned to a supervisory 
position in handling the rackets for all of California, at that time had 
charge of what they called the CR’s or the RC’s—I have forgotten the 
name of them now—they are reports made by banks of currency trans- 
actions, Which the banks are presumed to report to the special agent’s 
office for any unusual currency transactions, for instance, deposits 
of currency or purchase of cashier’s checks with currency or cashing of 
cashier’s checks for currency, the theory being that a lot of currency 
is sometimes not put through a bank account and is hidden away in 
safe-deposit boxes, so that Lund advised me that he had a TCR 
showing that George Davis had had some currency transactions as 
shown by one of these reports that he had. So I wrote out this note 
and sent it upstairs in the file to make sure that when the agent went 
to work on the case he would first see me so I could send him to Lund 
and get this record of the currency transactions. 

Mr. Curtis. Did the agent ever see you ¢ 

Mr. O’Connecu. Pardon? 

Mr. Currts. Did he ever see you ? 

Mr. O’Connewi. Did he ever see Lund? 

Mr. Curtis. Did he ever see you ¢ 

Mr. O’Connewti. Yes; he did. He went up to see Lund on this. 
He came to see me and I told him and he went up to see Lund and got 
the records from him of these currency transactions. I think he still 
has it. 

Mr. DeWinp. Is that Mr. Petrini? 

Mr. O’Connewt. Yes; it was Mr. Petrini at that time. Since then 
another agent has taken the case over. 

Mr. Byrnes. What was the date of this memorandum ? 

Mr. O’Conne iL. January 19, 1951—a year ago. 

Mr. DeWinpv. That is all, Mr. Chairman. 

Chairman Kine. The committee appreciates your cooperation, Mr. 
O'Connell. You are excused. 

Mr. O’Connetxt. Thank you. 


TESTIMONY OF ANTHONY SHERMAN, SPECIAL AGENT, BUREAU OF 
INTERNAL REVENUE—Resumed 


Mr. Byrnes. You have been sworn, Mr. Sherman, before. 

In your examination of your work sheets, what did you find with 
regard to the deposits that were made in Mr. Davis’ account which 
might possibly have come from Mr. Lee’s account in another bank ¢ 

Mr. SHerMan. In the 3 years—1946, 1947, and 1948—I find that 
Mr. Davis deposited five items which were drawn on the Bank of 
American main oflice, that is 11-85. Checking those against checks 
drawn against Dickson Lee’s account, I find three that possibly could 
have some connection, although in each of the three cases Mr. Davis’ 
account shows the exact date of deposit as the same amount that was 
charged against Dickson Lee’s account, which does not look too food, 
because there is generally 1 or 2 days’ lag from time of deposit to the 
time of charging against the drawer’s account. 

Mr. Byrnes. Both banks were in the same city? 
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Mr. Suerman. Yes, sir; they are just a few blocks from one another. 
The first one was June 12, 1947, for $100, and a $100 item charged 
against Dickson Lee’s account the same day. 

July 18, 1947, $300 was deposited by Mr. Davis, and on the same 
date $300 was charged against Lee’s account. The last one was Jan- 
uary 5, 1948, for $50, and on that same date $50 was charged against 
the Lee account. 

Mr. DeWinp. Are those all the checks there were, or is that all 
you found at the moment ? 

Mr. Suerman. I went clear through the list, all of these work lists 
for the 3 years, so there are not very many. 

Mr. Byrnes. When you checked the bank account of Mr. Davis, did 
you go through all of the deposit slips for these 3 years and take off 
all of the deposits which represented checks drawn on the bank 11-85? 

Mr. Suerman. I went through all the deposit tags, right from the 
beginning, and these are the only five that appeared as having been 
drawn against 11-85, which is the Bank of America main oflice. Five, 
and three are coincidental amounts, although the dates don’t appear 
to be, but the three amounts are still there. 

Mr. Byrnes. Those are the only checks in those 3 years that you 
found drawn on the bank 11-85 that were deposited by Mr. Davis? 

Mr. SHerman. And could have been drawn by Dickson Lee. 

Mr. Byrnes. What do you mean, “Could have been drawn by Dick 
son Lee”? 

Mr. Suerman. Well—— 

Mr. Byrnes. Any check on 11-85 could have been drawn by Dickson 
Lee. 

Mr. Suerman. That is right, because his checks were on 11-85, but 
these are the only three appearing on Davis’ account which might 
have been the same checks Dickson Lee drew. 

Mr. Byrnes. What do you mean by that “might have been”? 

Mr. SuerMan. It isa possibility, that is all. 

Mr. Byrnes. That does not mean he did not have other checks that 
were deposited in his bank drawn on 11-85, but which did not seem 
to correlate to any withdrawal from the Lee account. 

Mr. Suerman. There were five. 

Mr. Byrnes. That did correlate. 

Mr. Srrerman. A total of five, and three have some appearance that 
they might have been from Lee’s account. Do you get what I mean? 

Mr. Byrnes. Yes, but were there also other checks you did not 
think even might have come from Lee’s account drawn on 11-85? 

Mr. Suerman. No, there are five of them. That is all. 

Mr. Byrnes. That is all the checks that were deposited in Mr. 
Davis’ account in 3 years that were drawn on 11-85? 

Mr. Suerman. Yes, sir. I went through all this and that is what 
it shows. 

Mr. Byrnes. Did you make a check to determine whether Mr. Lee 
had accounts by any other name in this or any other banks? 

Mr. Suerman. No; I didn’t. I took the list furnished me by Messrs. 
Adams and Bailey. I don’t recall whether I circularized the banks for 
Lee or not. I think I may have, though. 

Mr. Byrnes. You are not sure you circularized as far as Lee is con- 
cerned ? 

Mr. SuerMan. Let’ssee. Yes, I did. 
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Mr. Byrnes. So you had a record of all of his other accounts. Did 
he have other large accounts? 

Mr. Suerman. No; I don’t believe so. I believe this was the main 
one. I think that is the only one. 

Mr. Byrnes. That is all. 

Mr. Curtis. Does an agent in handling a case, in case it is a border- 
line case and a matter of personal judgment whether or not to pursue 
the investigation further, does the agent take cognizance of the gen- 
eral reputation of the taxpayer? 

Mr. Superman. Are you speaking of our office now ¢ 

Mr. Curtis. Yes. 

Mr. SuermMan. Well, not too much, I wouldn’tsay. If wedon’t have 
the basis for proceeding on an investigation for fraud, I don’t think 
it would make too much difference. 

Mr. Curtis. You knew at the time you were handling this matter 
he was under investigation for a very serious charge, did you not ¢ 

Mr. SuermMan. That is right. 

Mr. Currts. That is all. 

Mr. Byrnes. What did you do with the income-tax returns after 
you sent that letter? 

Mr. SuerMan. I returned them to the collector’s office. 

Mr. Byrnes. Why did you do that, rather than send them along 
with this letter ¢ 

Mr. Suerman. No particular reason. I generally return all tax re- 
turns to the collector’s office to get my name off their record as holding 
the return. 

Mr. Byrnes. When you sent it to the collector’s office, did you make 
any suggestion to them that they better send it on to the agents for 
audit ¢ 

Mr. SuerMan. No, we never make any notation like that. It would 
be up to me to do it, not recommend to them, or it would have to come 
from the revenue agent’s office. 

Mr. Byrnes. Did you suggest or let the collector’s office know that 
you had written a letter to the revenue agents to the effect that this 
matter probably should be audited ? 

Mr. SHerMan. No. 

Mr. Byrnes. How would the collector know, then, that these returns 
just should not be filed away and forgotten ¢ 

Mr. SurermMan. That is probably what they would do with them, 
just file them away and wait until the next person asked for them. 
They are the custodians of them. 

Mr. Byrnes. I know it. When did you expect the revenue agent 
to finally have this audit that you suggested in the last paragraph 
of your letter? 

Mr. SuermMan. What did I expect them to do? 

Mr. Byrnes. When did you expect them to make that audit ? 

Mr. Surerman. I did not know. 

Mr. Byrnes. In one case you suggest to them that they make an 
audit and that they consider these factors that you have discovered 
in your preliminary investigation when they make an audit of the 
returns, but then you send the returns themselves back to the collec- 
tor where you know in the ordinary course they are going to be filed 
until somebody asks for them. 

Mr. Suerman. That is right. 
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Mr. Byrnes. There was not very much possibility, was there, that 
there would be any audit of those income tax returns between the time 
you sent them over there in June, and December when the trial took 
place ? 

Mr. Suerman. No, I wouldn’t say that. I wouldn’t say anything 
like that, because I don’t know. There was no thought i in my mind at 
all. When I returned those returns to the collector’s office it was an 
automatic function. I had finished my part of the case, and I would 
return the returns where I got them from. 

Mr. Byrnes. Do you ever send returns directly to the revenue 
agent’s office ? 

Mr. Suerman. I don’t recall of having done so. 

Mr. Byrnes. You just make preliminary investigations, send one 
letter to one office, and send the return back to another, and hope they 
will catch up to each other at some time? 

Mr. Suerman. I know they will if the audit is made. It is just a 
matter of course. 

Mr. Byrnes. That is a pretty big “if,” is it not? You do not audit 
every return that is filed ? 

Mr. Suerman. Oh, no, no, no. 

Mr. Byrnes. In fact, sometimes it is a long time before any audits 
are made on any individual taxpayer, is that not true? 

Mr. SuerMan. Yes. 

Mr. Byrnes. So sending them back to the collector did not mean 
that they would ever be audited necessarily, did it ¢ 

Mr. Suerman. No, I can’t state that, because I don’t know. 

Mr. Byrnes. There is no assurance that any given return in the col- 
lector’s office will be audited, is there / 

Mr. SuermMan. I presume not. 

Mr. Byrnes. That is all. 

Mr. DeWinp. That is all. 

Chairman Kine. You may be excused, Mr. Sherman. Thank you. 

Mr. Suerman. Thank you. 

Chairman Kine. Mr. Petrini, will you be sworn? 

Do you solemnly swear that the testimony you will give will be the 
truth, the whole truth, and nothing but the truth, so help you God? 

Mr. Perrrnt. I do. 


TESTIMONY OF BEN FRANK PETRINI, INTERNAL REVENUE AGENT, 
BUREAU OF INTERNAL REVENUE 


Mr. DeWinp. What is your full name, please? 

Mr. Perrint. Ben Frank Petrini. 

Mr. DeWrnv. What is your position, Mr. Petrini? 

Mr. Perrin. Internal revenue agent. 

Mr. DeWrnp. You are assigned to the office of the agent in charge 
in San Francisco ? 

Mr. Perri. Correct. 

Mr. DeWrnp. Mr. Petrini, when did you receive the assignment of 
the 1946, 1947, and 1948 returns of Mr. George T. Davis? 

Mr. Perrint. I never received the assignment of the 1946, 1947, and 
1948 tax returns of Mr. Davis. 

Mr. DeWrnp. Has this report of Mr. Sherman’s that has been re- 
ferred to here ever been referred to you ? 
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Mr. Perrint. I don’t believe I ever saw it. 

Mr. DeWrnp. What tax returns of Mr. George T. Davis were as- 
signed to you for audit ? 

Mr. Perrtnt. I was assigned the 1949 income tax return of George 
T. Davis. I checked the record section this morning and the date 
they have as assigned to me is January 10, 1951. 

Mr. DeWrnp. On January 10, 1951, the 1949 return was assigned to 
you ¢ 
" Mr. Perrrt. Correct. 

Mr. DeWtnp. How did that come to be assigned to you ? 

Mr. Perertnt. In routine manner. In other words, I found it in my 
box with my name on it. They usually have the handwriting of my 
group chief. 

Mr. DeWrnp. Can you say, was that part of the regular assign- 
ment of returns, or was it part of the sample audit program ? 

Mr. Perrint. No, I believe it was a regular return, no sample audit. 

Mr. DeWinv. When did you begin the audit of the return, Mr. 
Petrini ? 

Mr. Perrtnt. I believe I have a memo in the file there. I attempted 
to contact Mr. Davis soon after receiving the assignment, and I called 
his office and was notified by an attorney in his office that Mr. Davis 
was at present in Germany. That was, of course, after contacting Mr. 
O’Connell per his memo and also seeing Mr. Lund, and receiving cer- 
tain work sheets regarding bank accounts of Mr. Davis. 

Mr. DeWrnp. Were those the work sheets that had been prepared 
by Mr. Sherman ¢ 

Mr. Perrint. I believe they were. 1 couldn’t say definitely. 

Mr. DeWrnp. You received this in January of 1951, is that not 
right? 

Mr. Perrtt. The return of Mr. Davis; yes. 

Mr. DeWrnp. And you received the Sherman work sheets on the 
1946, 1947, and 1948 bank account analysis? 

Mr. Perrint. Right now I don’t recall what year they covered, but 
it was soon after I received the return that I contacted Mr. Lund per 
Mr. O’Connell’s instructions and received those work sheets. 

Mr. DeWrnp. At that time did you also pick up the 1946, 1947, and 
1948 returns ? 

Mr. Perrint. No, I did not. 

Mr. DeWrnp. And this report of Mr. Sherman’s that recommended 
that when the return were audited that the bank deposits should be 
checked was never brought to your attention ¢ 

Mr. Perrrnt. As T say, I don’t recall ever seeing that report. 

Mr. DeWinp. But you did get the work sheets that went with that ? 

Mr. Perrint. From Mr. Lund, correct. 

Mr. DeWrwnp. All of those related to 1946. 1947, and 1948: did 
they not? 

Mr. Perrir. If thatis what theysay. I don’t recall now. 

Mr. DeWrnp. Did you never have occasion to examine them ? 

Mr. Perrimnt. Yes: I examined them at the time. 

Mr. DeWrwxp. The point I want to raise is this, that on March 15, 
1951, the year 1947 became barred by the statute of limitations ? 

Mr. Perrtnt. Correct. 

Mr. DeWrnpb. Was any waiver of the statute obtained ¢ 
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Mr. Perrint. I believe Mr. Davis was in Germany at the time 
Therefore I was unable to cover the year with a consent. 

Mr. DeWrnp. You did not believe that any action was necessary 
at that time to keep the year open ¢ 

Mr. Perrtt. There was no action I could take, not with the tax 
payer in a foreign country. 

Mr. DeWinv. There is a provision for jeopardy assessment, is there 
not, in such cases, to avoid the closing of the year? 

Mr. Perrint. I had no basis on which to make such a recommenda 
tion. In other words, if there is fraud involved, we would have no 
statute. If there was a 25-percent omission of income, we would have 
a 5-year statute in lieu of the 3-year statute. 

Mr. DeWrnp. In March 1951 you were informed that Mr. Davis 
was in Germany. What happened after that? 

Mr. Perrint. Subsequent to that I took no action on the case. I 
went about my routine assignments. I had plenty of work to keep 
me busy. Assoonas I read that Mr. Davis had returned to San Fran- 
cisco, 1 read it in one of the local papers, I called him and attempted 
to make an appointment to go over his books and records. 

Mr. DeWinp. When was that, Mr. Petrini? 

Mr. Perrint. I can’t place that date. I think it was some time in 
the summer of 1951. 

Mr. Curtis. Just one question at that point. For what years were 
you going to go over his books and records ¢ 

Mr. Perrin. It is routine that we cover all open years. In other 
words, all years on which the statute had not expired. 

Mr. Curtis. As of that time, what years would that be? 

Mr. Perrint. 1948, 1949, 1950. 

Mr. DeWrnp. You say it is a matter of routine that you go over 
all open years? 

Mr. Perrint. Yes; correct. 

Mr. DeWinp. You mean if they have not been audited previously ¢ 

Mr. Perrint. That is right. 

Mr. DeWrnp. So when you pick up a return, you examine it to see 
if the prior year has been audited ? 

Mr. Perrin. Correct. 

Mr. DeWrnp. Suppose you find that the prior year has been audited # 

Mr. Perri. If there is a revenue agent report, we won't bother 
with the examination for the prior year that has already been 
examined. 

Mr. DeWinp. If there has been no prior year’s audit, then you bring 

it up - 
Mr. Perrint. In other words, if we find sufficient additional tax in 
the years that we are assigned, we will no doubt pick up all open 
years on the presumption that all open years, all years, will produce 
additional tax. 

Mr. DeWinp. This matter was first referred to the office of the 
internal revenue agent in charge in June of 1949, is that correct # 

Mr. Perrint. I was not aware of that fact. 

Mr. DeWinp. June of 1949, so that at that time 1946, 1947, and 1948 
were all open. By the time the 1949 return was assigned to you, 1946 
and 1947 already had closed? 

Mr. Perrint. No; 1947 was still open. 
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Mr. DeWunp. 1946 had closed. The following March 15, when no 
action had been taken, 1947 closed. 

Mr. Perrint. Right. 

Mr. DeWrnp. Leaving you only 1948 and 1949. 

Mr. Prrrint. Correct, and 1950. 

Mr. DeWinpb. Now, on March 15 of this year, 1948 will close. Have 
you got an extension from Mr. Davis? 

* Mr. Perrint. I do not have the return in my possession at this time. 
Mr. ©’Connell told you about the racket squad that was organized 
some time last year. Well, I was one of the agents that was delegated 
to that squad, and on appointment to that squad we submit all our 
inventory or cases back to our group chief and are assigned new cases. 

Mr. DeWinv. When would the extension of time for the year 1948 
normally be requested from the taxpayer ¢ 

Mr. Perrint. Usually near the end of the year. 

Mr. DeWinpv. About December ? 

Mr. Perrint. About December, the end of December, or any time 
prior to March 15 of the vear in which the return is to expire. 

Mr. DeWrnp. It is customary to pick them up, though, in December 
for the following March / 

Mr. Perrmnt. We usually like to take them up in case the taxpayer 
refuses to give consent so we can submit—— 

Mr. DeW inv. Do you know if anything has been done to keep the 
1945 vear open ? 

Mr. Perrint. I do not. Wait a minute. I spoke to Mr. Tuckman 
this afternoon on it, and I believe he is attempting to get a consent 
on it. 

Mr. DeWrnp. When did he start to attempt ¢ 

Mr. Perrint. Idon’t know. IT really don’t know. 

Mr. DeWinp. The situation is that from the time this matter was 
referred from the Intelligence Unit 2 vears have closed under the 
3-vear statute, and a third is about to close, 

Mr. Perrint. One vear closed while I had the case. That was due 
to the fact that L could not contact the taxpaver, 

Mr. DeWinp. Two years have closed while it was in the office but 
not assigned to vou 

Mr. Perrint. One vear while it was assigned to the office. 

Mr. DeWinv. One vear while assigned to you, and 2 years in the | 
oftice 

Mr. Perrint. It was assigned in our office to me on January 10, 1951. 
IT was the first agent in our office that handled the return, is that 
correct ¢ 

Mr. DeWrnp. This report was referred to your office in June of 
1949. 

Mr. Prerrint. I don’t know about that. 

Mr. Curtis. Was Mr. Davis’ criminal trial over by the time this 
matter reached you ¢ 

Mr. Perret. I believe so. In other words, I had in mind when I 
received the case that I would give it a very detailed examination, 
due to the association of Mr. Davis in the immigration trial. 

Mr Cy RTIS, What was turned over to you? What did the file con- 
sist of ¢ 

Mr. Perrint. The file consisted of Form 1040 for the year 1949, and 
the memo signed by Mr. J. P. O'Connell. That is all. 
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Mr. Curtis. Did it have this letter signed by Mr. Sherman? 

Mr. Perrinti. As I say, I don’t recall ever seeing that. 

Mr. Curtis. There was nothing else in the file at all ¢ 

Mr. Perrint. I don’t believe there was anything else in the file. 

Mr. Curris. Had something been done on that case between June 
8, 1949, and when you received it on January 10, 1951, would the file 
have shown it ¢ 

Mr. Perrint. You mean if anything had been done in our office ¢ 

Mr. Curtis. Yes. 

Mr. Perrint. Yes. As a rule the memo or an information report 
will be associated with the file. If there is a prior revenue agent’s 
report it is associated with the return when it is assigned to the agent. 

Mr. Curtis. Did you have a group chief at that time? 

Mr. Perrint. Yes, Mr. Husinger, P. C. Husinger. 

Mr. Curtis. How did you say this case came to you / 

Mr. Perret. In the regular fashion. Returns are routed to me 
by my group chief, and they are stuck in my mailbox, and daily I go to 
the mailbox to see what mail I have, and I will pick up the returns and 
record them in my own inventory file. 

Mr. Curtis. So this came from your group chief? 

Mr. Perrint. I presume it did. I have no reason to believe other- 
wise. 

Mr. Curtis. There was nothing in the file to indicate that it had 
been in the hands of any other group chief, was there’ 

Mr. Perrint. No. 

Mr. Curtis. That is all at this point. 

Mr. DEWrnp. Mr. Petrini, when the file was received in this matter 
by us the Sherman report transmitted from Mr. Read’s office was part 
of the file, but you say it was not part of the file when you venlieed it? 

Mr. Perrtnt. As I said before, I don’t recall ever seeing that before. 

Mr. DeWinpv. When were you transferred from the regular agent’s 
work to the racket squad ¢ 

Mr. Perrint. I don’t recall the specific date, but I believe I turned 
in my cases in September of 1951. 

Mr. DeWrnv. Up until that time you had done no work on the Davis 
audit? 

Mr. Perrint. I have never done any work on the Davis audit. 

Mr. Byrnes. Do you know when Mr. Davis returned to this 
country ? 

Mr. Perrint. I can’t place that date. I read it in the paper, and I 
called Mr. Davis, and I think he asked me how I knew he was in San 
Francisco, and I said I read it in the paper, and he complained that he 
had received several telephone calls, and he was quite a bit angry, I 
guess, with the newspapers. 

That is the way that I learned that he was in San Francisco, through 
the papers. 

Mr. Byrnes. You do not remember when that occurred ¢ 

Mr. Perrint. No; I don’t recall what date. 

As I say, I believe it was last September. 

Mr. Brynes. What arrangements did you make at that time with 
him ? 

Mr. Perrint. I called him on the phone, and I don’t remember 
whether I talked to him then or he called me back, but I did speak to 
him as a result of my first call, and he told me he was in court, and 
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we tried to arrange a date, and we weren’t having much success, so 
I told him to phone me when he was free. 

Mr. Byrnes. And he never phoned you from that time until after 
September when you were transferred ¢ 

Mr. Perrini. He never phoned me—period, after that time. 

Mr. Byrnes. You do not have any machinery or mechanism by 
which you can prevent the statute from running in a case when a man 
is out of the country ? 

Mr. Perrint. I think, as Mr. DeWind has brought up, we could 
make an arbitrary assessment, or we have a provision for a consent, 
which is purely a voluntary thing. 

In other words, the taxpayer, we have no way to force him to sign 
the consent. We merely ask him if he would, and if he signs it, fine. 
Otherwise he doesn’t have to. He can tell us to keep it. 

Mr. Byrnes. And did you make any attempt in cies when you 
received this file to find out where Mr. Davis was in Germany ¢ 

Mr. Perrint. I believe the day on which I made my original call 
to Mr. Davis’ office is in my file there on a memo, and I believe it 
was prior to the expiration of the statute of limitations, and I believe 
it was at that time that I was advised that Mr. Davis was in Germany 
at the present time. 

Mr. Byrnes. Did you try to find out where he was in Germany? 

Mr. Perrini. No; I didn’t pursue it any further. 

Mr. Byrnes. It would be possible for you to send a consent state- 
ment to him for signature, would it not ¢ 

Mr. Perrint. It is possible, yes. 

In other words, I was not obligated to cover the year 1947. I had 
the year 1949 assigned to me for investigation. But as a routine 
matter we will try to keep open years open. 

Mr. Byrnes. That is the thing that bothers me, too, and maybe you 
can be of some help in clearing it up. 

You got only the 1 year. Is that the general way that you get 
returns ¢ 

Mr. Perrint. Yes; that is right. In other words, we work Bureau 
returns. In other words, those are returns with a certain amount 
of gross receipts, $25,000 or over, or net income of $7,000 or over. 
Each year after the returns are filed we have a group of agents selected 
and choose those which we prefer to examine, and at some later date 
these returns will be sent to our office and recorded in the record section, 
and will be assigned through our group chiefs. 

Mr. Byrnes. When the group chief assigns them he does not check 
back for information as to the open years ? 

Mr. Perrint. When they go through the record section they will 
note on the return in the top right-hand corner whether there is a 
prior revenue agent’s report. If not, they will note “None.” 

Mr. Byrnes. If there is “None,” what do you do? 

Mr. Perrini. We go about making the examinat.on. In other words, 
we have no prior reports to refer to. 

Mr. Byrnes. But what about calline for the other years which were 
still open—in this instance, 1948 and 1947? 

Mr. Perrint. Why did I do that? 

Mr. Byrnes. I mean, what do you do ordinarily? You get the 
1949 return sent to you on January 10, 1951, and it says “None” up in 
the right-hand corner. 
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Mr. Pererrnt. Ordinarily I will call the taxpayer and tell him who 
I am, that I want to examine his books and records. And I will state 
that I have a return for a certain year, and would ask him if he would 
have his copy of the returns he filed for the other two open years— 
usually there are three open years—and I will go in and work from 
his copies, as a rule. 

But being as how Mr. Davis was out of the country, I sent in the 
requisition to get a little history—in other words, have the file com- 
plete, so that when I went to work on the case I would have all the 
returns. 

Mr. Byrnes. You do not work, then, from the original return filed 
with the collector for any year other than the year assigned to you! 

Mr. Perrint. Before we submit our report we will requisition the 
original returns and submit those with our report. 

Mr. Byrnes. I do not understand, though, your statement that you 
were not responsible for 1947 but you were responsible for 1949. 

Mr. Perrtnt. Well, there is a group chief’s memo in our office. In 
other words, we have been covering so many past years to try to bring 
us more or less up to date, that we have in past years requested so 
many consents from taxpayers—in other words, to protect all the 
open years. 

It is now the procedure that unless we have a basis, unless we know 
of a basis, for deficiency, that we are not required to obtain a consent 
for an open year. 

Mr. Byrnes. In other words, you do not ask for consents unless it 
is quite obvious on the face ? 

Mr. Perri. In other words, if I have a 1950 return of a John Doe 
that I have never heard about, and I don’t know from Adam, I 
wouldn't necessarily request a consent for the year 1948 from him. 

In other words, if I find, from observation of the return, in other 
words, percentages, and so forth, are plausible, and if I have already 
have gone into his books and records and it appears that Iam not going 
to come up with additional tax, I am not going to protect the year 1948. 

Mr. Byrnes. But where you have not gone through any books or 
records at all, and where you do not know whether there is any reason 
one Way or another, then you try to protect yourself on all 3 years, or 
on the third year! 

Mr. Perrint. As I say, it is purely at the discretion of the revenue 
agent. 

Mr. Byrnes. I can understand, but what factors do you use to make 
a judgment ? 

Mr. Perrint. In previous years, as a rule I have always covered all 
open years, but on the George T. Davis case, as I said before, I was 
unable to. 

Mr. Byrnes. Because he was out of the country? 

Mr. Perrint. He was out of the country. I couldn't contact him. 

Mr. Byrnes. But you didn’t check to see where you might reach 
him in Germany ? 

Mr. Perrint. No. If it was a fraud case, as it might be, or if he 
was reneging on his income to a substantial extent, the Government 
was still protected on the 5-year statute, and on the fraud statute we 
had no statute of limitations. 

Mr. Byrnes. From the fraud standpoint that is still open, is it not? 
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Mr. Perrrnt. It is still open. Well, on the civil end of it, I believe, 
there is no statute. I think on the criminal end of it there is a 6-year 
statute. from the date filed. 

Mr. Byrnes. But as far as civil liability is concerned it is probably 
outlawed / 

Mr. Perrint. You are referring to the year 1947? 

Mr. Byrnes. Yes. 

Mr. Perret. Under section 275 (c) of the Internal Revenue Code, 
if he omits 25 percent of his gross income there is a 5-year statute in 
lieu of a 3-year statute, so there is a possibility there if he had been 
cheating on his taxes. 

Also, if we prove civil fraud as against criminal fraud there is no 
statute, In that case we would have to also assess the o-percent fraud 
penalty. . 

Mr. Byrnes. When vou received the file you did not have notice 
of this prior investigation made by Mr. Sherman covering 1946, 1947. 
and 1948 ¢ 

Mr. Perrint. There was a memo in there, as I mentioned before. 
from J. P.O’Connell. I think the date of the memo was Jamuary 19, 
1951. 

I went to see Mr. O'Connell, and he referred me to Mr. Lund, and 
Mr. Lund gave me these work sheets that showed that somebody in 
the office had done some work on it and the matter had been dropped ; 
and be gave me them for what they might be worth 

M:. Byinrs. You did have some notice, then, did you not. in thie 
end of January, or at least the first part of February, that the year 
1947 did have some serious question about it ? 

Mr. Perrint. I had these work sheets on bank accounts. I didn’t 
have anything to tell me that the year 1947, the income for that year. 
had been understated. 

Mr. Byrnes. Did vou look at those work sheets at all and check the 
balance totals, for instance, on the work sheets against the total of 
gross income filed ¢ : 

Mr. Perrit. I may have, but that wouldn’t do me much good until 
I went to Mr. Davis’ books and records and determined what income 
he did report. 

In other words, I had the gross ficure on his return, but I didn’t 
know from what law cases or whatever other sources he did report 
income. 

Mr. Byrnes. You would have seen a discrepancy there of over $10, 
000 between his bank deposits and what he filed on his return as gross 
income, if you had looked at that, would you not ? 

Mr. Perrint. Well, as Mr. O'Connell mentioned, it might be moneys 
received from clients, it might be loans. ; 

In other words, I couldn't take any action until I went to his books 
and records. 

Mr. Byrnes. Is that what the attorneys down here do, intermingle 
clients’ accounts with their own personal deposits ? 

Mr. Perrint. It is possible. 

Mr. Byrnes. Is that the general practice ? 

Mr. Perrrnt. It is possible. 

Mr. Byrnes. It is not a question of whether it is possible. I am 
talking about just general practice. 
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Mr. Prerrint. In general practice they will maintain a trustee x 
count, in which they will put judgment awards, and so forth, and other 
moneys received from clients. 

Mr. Byrnes. So that the total of the deposits to the personal ac 
count of attorneys generally will not reflect moneys other than moreys 
belonging to him, will they ? 

Mr. Perrint. Now, just a minute. 

I had the year 1949. I don’t recall whether those work sheets cov 
ered the year 1949. And I didn’t have any prior returns. 

Did those work sheets cover the year 1949? 

Mr. Byrnes. It was my understanding that the work sheets covered 
1946, 1947, and 1948. 

Mr. Perrint. I couldn’t compare them to the returns in that case. 

Mr. Byrnes. In 1947? 

Mr. Perrint. I didn’t have the return. The file would indicate, 
though, that I requisitioned those returns. 

Mr. Byrnes. When did you do that ? 

Mr. Perrint. The date is on the requisition. 1 don’t recall. Soon 
after I received the assignment. 

Mr. Byrnes. I wonder if the counsel could advise us on that. 

Mr. Taytor. The requisition is dated March 1, 1951. The requisi- 
tions are for returns for 1947 and 1948, for George T. Davis and 
his wife. 

The requisition for the 1947 return appears to have come back with 
a notation, “No record.” 

The 1948 return appears to have come back with the notation, “Re 
turn pulled December 15, 1950, by Walter Campbell, Penal Division, 
for United States Attorney O'Gara.” 

So none of the returns appear to have been in the collector’s office. 

Mr. Byrnes. All three requisitions were made on March 1, 1951; 
is that what they showed ? 

Mr. Taytor. Yes. 

Mr. Byrnes. You really did not have any opportunity, then, to find 
out whether there was any reason to be suspicious one way or the other 
of 1947, did you? , 

Mr. Perrint. That is correct, except that the requisition came back 
“No return” or “No record,” or something of that sort. 

Of course when I contacted Mr. Davis and made an examination of 
his books and records, and asked to see his returns, I would determine 
at that time whether he filed a return, and also check if his statement 
didn’t agree with the collector’s statement on that requisition, and 
would determine what taxes he paid for that year. 

Mr. Byrnes. I understand that. What I am particularly trying to 
develop here is what transpired between January 10, 1951, and March 
15, 1951, with particular reference to this 1947 return, and it is ap- 
parent that you neither had the 1947 return, nor the possibility of 
making any comparison of that with the work sheets of Mr. Sherman 
for that year. 

Mr. Perrint. I agree with you. 

Mr. Byrnes. If I could ask counsel, would those requisitions show 
that they were answered by the collector's office? Do they show when 
they were received there? 

Mr. Perrint. I think they would bear our stamp, that is, the stamp 
of the internal revenue agent in charge. 
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Mr. DeWrxpv. You mean the returns themselves would bear the 
stamp ? 

Mr. Perri. No, the requisition. 

Mr. DeWrxp. Can you establish when they were received from an 
examination of these requisitions ¢ 

Mr. Perrint. There is no stamp on them. I have a record in my 
office, though, when they came back. I believe I do. At least I make 
a record as to the date 1 requisition a return and the date I receive it. 
I am not sure whether I would also date the date I got such a reply 
“No record,” that the tax return is not there. 

Mr. Curtis. What do they mean by “No record”; that the tax return 
is not there ¢ 

Mr. Perri. 1 would say that is correct. 

Mr. Curtis. Those tax returns apparently were present or were had 
in the courtroom at the time of the criminal trial. 

Mr. Counsel, what was the date of that trial ? 

Mr. DeWinp. December 1950. 

Mr. Curris. And this is about 3 months later, that is, these requi- 
sitions ¢ 

Mr. DeWinp. That is right. 

Mr. Kean. Mr. Petrini, there was one statement that you made that 
rather interested me with reference to Bureau procedure. You said 
that you reventie agents went down in the department and picked out 
the returns you preferred to examine. Did you mean that! 

Mr. Perrint. You make that sound peculiar. 

Mr. Kean. It does sound peculiar. 

Mr. Perrit. By that.I mean returns that would produce additional 
revenue or tax revenue, deficiencies. I am not speaking of political 
favors. I am speaking of returns that from the face of the return or 
from the experience of the agent would produce additional taxes over 
that which was reported. 

Mr. Kean. That is, there are so many returns in this classification 
that are about to be examined—— 

Mr. Perrint. And there are only so many that can be examined. 

Mr. Kean. And all of them cannot be examined. And each agent 
looks over a certain number of returns and picks out those that he 
feels— 

Mr. Perrint. He is not assigned to any group of returns. 

Mr. Kean. Will produce—— 

Mr. Perrtni. Wait a minute, let me finish. Last year they were, 
a certain block. In other words, alphabetical order. In previous 
years, I can recall we would finish up a batch and go over and pick up 
another batch and we were limited to a certain percentage of the total 
returns that we went through. In other words, you weren’t 

Mr. Kean. You were not allowed to take too many because you did 
not have the time 

Mr. Peretti. We didn’t have the personnel to cover the work. 

Mr. Kean. So all the returns would be put in a pile? 

Mr. Perrint. In file cabinets. 

Mr. Kean. And vou would glance 

Mr. Perrint. We would spend all day for weeks or maybe months 
going through returns and schedules. 

Mr. Kean. And the ones that looked interesting to you—- 
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Mr. Perrint. Productive of tax, yes. And I think an experienced 
revenue agent can doa pretty good job of picking them up. 

Mr. Kean. Yes. I think that istrue. You have certain means of 
looking over a return to see whether certain things are put in, that we 
will not mention here, that would identify usually whether that person 
was trying to make an honest return. 

Mr. Perrint. Yes. 

Mr. Kean. I wonder also with reference to procedure what happens 
when a man refuses to sign a waiver? 

Mr. Perrint. A consent? 

Mr. Kean. Yes. Do you crack down right on him and examine him 
right away ? 

Mr. Perrint. If we have time. If not, and it appears that there is 
additional tax there, we always act to protect the Government’s inter- 
est. We would immediately submit a report making an arbitrary 
assessment which in our opinion would cover any additional tax. 
Therefore, the tax has been assessed within the statute of limitation 
and the taxpayer is advised in order to protect his interest that he file 
a claim for the amount. In other words, at a later date if he proved 
that we are wrong, he is covered by a claim. 

Mr. Kean. Otherwise 

Mr. Perrint. Otherwise, if he doesn’t file a claim, it is set, there is 
no process of law for a claim for refund. 

Mr. Kean. I always thought that that waiver was not quite a volun- 
tary waiver and what you say bears out what I thought, that the best 
thing to do if you get a thing like that is sign a waiver because the 
situation is that you sign the waiver or else. 

Mr. Perrint. We usually get 90-percent compliance; ves. 

Mr. Kean. Yes. 

Mr. Byrnes. When you got back these reports concerning the 1947 
and 1948 income-tax returns, after you made this requisition, you 
found these various notations, that they either were not there or they 
were turned over to somebody else, did you do anything to find the 





originals? 

Mr. Perrini. No, I did nothing. When IT made my appointment- 
at the time at which T had an appointment or wonld meet Mr. Davis 
to go over his books and records—I would ask for his copy and at that 
time I would ascertain. In other words, referring to the year 1947, 
where it said “No record’, Ih some causes possibly the collector might 
have lost the return. In that case I would determine whether Mr. 
Davis had a copy, and also determine from his checks and records as to 
whether he paid the so-called tax. In other words, if he paid the tax 
and the return is missing, then I would go back to the collector's office. 
Of course, if they had no record of a return, possibly it could be lost. 
But in any instance where the tax is paid, there is no civil penalty. In 
other words, the only penalty that vou could have in a case of that-sort 
would be under section 145.a eriminal charge. If there ts no tax due. 


there is no deficiency. 

Mr. Byrnes. In this case inthe case of one return tt was noted on the 
requisition that it had been pulled and I believe turned over to one of 
the United S‘ates attornevs. Would you then make anv effort to eet 
that from the United States attorney, or was that the collector's job / 

Mr. Perrint. Prior to the time I submitted my report, I would. 1 
other words, if 1 believed that the return was in the hands of Mr 
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O'Gara and I didn’t know what he was doing with it, but before I 
submitted the return, I would have it. 

Mr. Byrnes. In other words, that was not the collector’s responsi 
bilitv to find the return that it was discovered was not in the files / 

Mr. Perrint. I believe their responsibility is to note as to who had 
the return. 

Mr. BYRNES. But not necessarily to vet it back. 

Mr. Perrint. No. In other words, Mr. O'Gara had probably been 
authorized to have the return and as long as I got it in due time, I don’t 
believe there Is any conflict. 

Mr. DeWinpv. Mr. Petrini, you have said that you do not recall 
seeing this Intelligence Unit report when you had this return for 1949 
assigned fo you. Did Mr. Lund vive you a copy of this report when he 
delivered the work sheets to you?! 

Mr. Perrint. I don’t believe so. I just can’t recall seeing that. 

Mr. DeWinv. Did Mr. O'Connell give you a copy of it! 

Mr. Perrtnt. No. As I say, the only things that I can recall in the 
file with this case were the return and his memo referring me to him 
and he referred me to Mr. Lund. I belheve that is all I can reeall being 
in the file when I received the assignment. 

Mr. DeWinp. You don't recall ever seeing this memorandum re 
ferring to the charges of possible unreported income ? 

Mr. Perrini. I cant recall ever seeing that, except I believe when | 
went over to see Mr. Taylor a short while back I think it was laving on 
his desk. Did you show methat/’ Ibeleve vou did, of a letter in your 
possession nf t| ut time. 

Mr. Currts. Did Mer. Lund vive you the information that he had in 
reference to the TCR / 

Mr. Perrini. As I recall, the memo referred to a currency transa 
tion, didn’t it? Otthand, | would sav ves, In other words, [ went over 
to see him with that in mind. I can’t recall definitely right now, but 
offhand I would say that point was taken up when I saw Mr. Lund. 

Mr. Curris. Do you have any memorandum or note as to what infor 
mation he gave vou 4 

Mr. Perrint. Well, Mr. Tavlor has the file over there. I don’t have 
any notes of my own. I believe I turned all my notes over, or left 
them in the file when I turned in my cases. 

Mr. Taytor. There is no such memorandum in the file, sir. 

Mr. Curtis. Do you recall what the facts were with respect to that 
ICR? 

Mr. Perrint. No, 1 don't recall now. 

Mr. Curtis. Just what isa TCR 

Mr. Prerrint. As Mr. O'Connell explained, it is a record, I believe. 
that banks are required to make and submit to the Government of 
currency transactions, in other words, where persons are passing cur- 
rency by certified checks, or buy ing a cashier's check, or coming ni wad 
depositing large amounts of currency or unusual amounts of currency. 

Mr. Curtis. You went to Mr. Lund to get information about this 
TCR, but he also gave you these work sheets / 

Mr. Perrint. I recall definitely receiving these work sheets from 
Mr. Lund. 7 

Mr. Curtis. Those apparently were work sheets of Mr. Sherman, 
were they not / 
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Mr. Perrint. I believe he mentioned Mr. Sherman. At this date I 
couldn’t say definitely whether they were Mr. Sherman’s or just some 
special agent. I don’t know whether he definitely named Mr. Sherman, 
but he did state that the case had been dropped and he was giving me 
the information for what it was worth. 

Mr. Curtis. That is all. 

Mr. DeWinp. Mr. Petrini, do you know what size currency transac- 
tions there must be in order to have a TCR filed ¢ 

Mr. Perrint. I believe that is up to the discretion of the bank. I 
believe it is what the bank would consider an unusual transaction. 
Some people would probably deal in a lot of cash as an ordinary course 
of business, whereas others wouldn't. I have seen TCR’s for $1,000 
and $500 and others in larger amounts. I don’t know of any specific 
amount. I always had the impression it was up to the discretion of 
the bank to ask you whether a currency transaction was unusual, and, 
therefore, they were required to report on it. 

Mr. DeWinpb. You have no recollection of the size of the cash trans 
actions involved in this TCR? 

Mr. Perrint. No, I couldn’t state definitely. 

Mr. DeW inp. Do you have an idea how big it was ? 

Mr. Perrint. It might have been $10,000. I can’t say definitely. 

Mr. DeWinp. Do you think it was as big as $10,000 cash ? 

Mr. Perrint. I just said I can’t say definitely, so don’t try to pin 
me down. I don’t know. 

Mr. DeWrnp. I am not trying to pin you down. Is it a five figure 
transaction or four figures ? 

Mr. Perrint. I couldn’t say definitely on it. My memory just doesn’t 
recall the figure. 

Mr. DeWinp. But you do recall there was a TCR in the file? 

Mr. Perrint. I couldn’t say definitely whether I picked that up. 
The only thing I can say definitely is that I picked up those worksheets. 
I answered Mr. Curtis that it is quite seekitie that | went over and 
spoke to Mr. Lund about a TCR, as a currency transaction was men- 
tioned in Mr. O’Connell’s memo. 

Mr. DeWinp. You made no record of the size of the transaction; 
you didn’t get the TCR from the file? 

Mr. Perrint. Isn't there one there / 

Mr. DeWinv. No; there is not. 

That is all, Mr. Chairman. 

Chairman Kine. You may be excused, Mr. Petrini. 

Mr. Perrint. Thank you. 

Chairman Kine. I would like to observe—and there is no reflection 
on you, Mr. O'Connell, or you, Mr. Petrini—that whoever was to blame 
or whatever was to blame, this seems to me to be a case that at best 
was handled in a slovenly manner. It is perhaps unfortunate that 
& prominent political figure happened to be one involved, with the 
very reasonable implications arising from that. I do think it is well 
that the public would know that as many loose ends obtained in a case 
that seemed to warrant at least a thoroughgoing investigation, both in 
the interest of the taxpayer and the Government. That is all. 

Mr. Currts. Mr. Counsel, is the group chief that was mentioned 
here by the last witness still assigned to San Francisco ? 

Mr. DeWinp. I believe he is, Mr. Curtis. Maybe Mr. Petrini could 
establish that. Is he here? 
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( No response. ) 

Mr. DeWrnp. I believe he is, Mr. Curtis. 

Mr. Byrnes. I am wondering, Mr. Chairman, if you do not have 
: loose end there in the loss of the TCR in the file, and also the ques 
tion of what happened to this memorandum of Mr. Sherman’s between 


the time he filed it and the time that it actually GOT 1 » the file. It 
s my understanding that Mr. Petrini has just testified that it was not 
in the filé when it was turned over to him. If Mr. Lund is available, 


it might be advisable for him to appear to see if he could give us any 
information on it. 

Mr. Perrint. Mr. Chairman, may I say a word ¢ 

Chairman Kine. Yes. 

Mr. Perrin: I don’t know whether it was brought out that the 
return is in the hands of another revenue agent. ‘The case has not 
been dropped by any means. I merely wanted to get that in the 


record. 

Mr. Curtis. Could I inquire before you leave, the group chief that 
you referred to from whom you got this case, what was his name? 

Mr. Perrini. P. C. Usinger. 

Mr. Curtis. And he is still in the office here in San Francisco 

Mr. Perri. He is still in the internal revenue agent in charge 
office. 

Mr. Byrnes. I think we might also request from the United States 
attorney’s office their files showing any requests running between them- 
selves and the Bureau of Internal Revenue of the Treasury Depart 
ment with reference to the returns of Mr. Davis. I would like to see, 
for instance, the letter addressed to Mr. MeGrath, and his reply, 
where he limited the use of these returns during the trial, and it might 
also be wise to see what official requests were made by the Internal 
Revenue Bureau for expeditious auditing of this particular account 
for use in connection with preparation for trial between May 1950 
and December 1950. It occurs to me that there are some questions 
still remaining in those areas to which the committee should have the 
answers. 

Chairman Kina. I agree. 

Mr. Curtis. And also as to what the Department of Justice knows 
about the check for $29,000 that has been mentioned here. 

Mr. Kean. And anyone who has seen the check, what he knows about 
the check. 

Chairman Krne. The requests of the members are in the record. 
Mr. Counsel, will you see that compliance is made ? 

Is there any further business? If not, the committee will adjourn 
until 10 a. m. tomorrow morning. 

(At 5:30 p. m. a recess was taken until Thursday, February 14, 
1952, at 10 a. m.) 
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THURSDAY, FEBRUARY 14, 1952 


House or Representatives, 
SUBCOMMITTEE ON ADMINISTRATION OF 
rHe INreRNAL Revencve Laws or THE 
Commirree ON Ways Anp Means, 
San Francisco, Calif. 

The subcommittee met, pursuant to recess, at 2:40 p. m., in room 
276, Main Post Office Building, San Francisco, Calif., Hon. Cecil R. 
King, chairman of the subcommittee, presiding. 

Present: Representatives King, Kean, Byrnes, and Curtis. 

Present also: Adrian W. DeWind, chief counsel: Bruno Schachner, 
special counsel; Donald Schapiro, assistant counsel; John E. Tobin, 
assistant counsel; and William A. Silk. 

Chairman Kine. Mr. McMillan, please. Will you come forward? 
Will you be sworn, Mr. McMillan? Do you solemnly swear that the 
testimony you will give will be the truth, the whole truth, and nothing 
but the truth, so help you God ¢ 

Mr. McMiurtan. I do. 


TESTIMONY OF ROBERT B. McMILLAN, CHIEF ASSISTANT UNITED 
STATES ATTORNEY, SAN FRANCISCO, CALIF. 


Mr. DeWinpv. What is your full name, please ¢ 

Mr. McMrixan. Robert B. McMillan. 

Mr. DeWrnp. What is your position in the office of the United 
States attorney ? 

Mr. McMirian. I am an assistant United States attorney. 

Mr. DeWinp. Are you designated as the principal assistant or 
first assistant to the United States attorney ? 

Mr. McMittan. Yes. 

Mr. DeWrnp. How long have you occupied that position? 

Mr. McMrizan. As chief deputy? 

Mr. DeWrnp. Yes. 

Mr. McMitxan. Since I have been in the office, I have been in the 
office for a long, long time: I have occupied that position on several 
occasions, Upon Mr. Licking’s—I should say that is about 3 years 
ago—resigning from the office, Mr. Hennessy then appointed me chief 
assistant, and I have remained in that position ever since. 

Mr. DeWrnp. As chief'assistant, Mr. McMillan, can you briefly 
state the matters that are particularly under your jurisdiction ? 

Mr. McMiuizan. The matters that I have handled, by assignments, 
the heaviest assignment I have had over the years, I have handled 
all title matters in the office, all acquisitions of property by purchase 
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or by condemnation. For example, I handled—until the war came 
along—all the condemnation proceedings in connection with the 
Shasta Dam project, the Central Valley project, and I handled a great 
many acquisitions like the Alameda Airport, also the extension of 
Yosemite National Park, something like 9,000 acres of condemna- 
tion proceedings in that regard. 

I have handled many title matters; in fact, all these post-office 
sites in northern California are all my title matters. The post-office 
annex is mine. I need not go into those details. That has been my 
heaviest assignment. 

I have had supervision of all appeals before the circuit court of 
appeals. There are four districts in Alaska. I have handled all those 
appeals from Alaska and I have handled them from Hawaii. In short, 
I have had supervision over all appeals here. I should say those 
have been my two heaviest assignments. 

Mr. DeWinp. Mr. McMillan, could I ask you what Federal crimes 
particularly have been under your assignment ? 

Mr. McMiuttan. From time to time, Mr. DeWind, since I have 
been in the office, I don’t know of any assignment that I have not 
handled over the years. 

Mr. DeWinp. Let us put it over the period of the last 2 years. 

Mr. McMuzan. The last 2 years I think I have chiefly handled 
income-tax-evasion prosecutions. I have had about, oh, I don’t know, 
between 80 and 90 cases. 

Mr. DeWrnp. Have you handled all matters relating to internal 
revenue ? 

Mr. McMiiian. No; only so far as the criminal side is concerned. 

Mr. DeWinp. I should have said all crimes related to internal- 
revenue matters. 

Mr. McMiitan. Yes, I have. There have been cases, notably take 
the Steffen case, for example. That tax case was a sort of a direct 
reference case, :nd it was primarily handled by Mr. Walter M. Camp- 
bell, Jr., who is now up prosecuting the Remmer case in Nevada, and 
he was appointed special assistant United States attorney for the 
purpose. But outside of that, I believe I have handled them all. But 
on most occasions I have had the full cooperation and assistance of 
the Penal Division of the Bureau of Internal Revenue. Otherwise, I 
would not be able to have carried on at all. 

Mr. DeWinp. That is Mr. Walter Campbell’s office ? 

Mr. McMitian. Yes, Mr. Walter M. Campbell, and assistants over 
there have very often helped me in the preparation and the trial of the 
iIncome-tax cases 

I have handled probably just a few. I remember when Mrs. Phil- 
lips handled all these cases until she was taken ill, when I handled a 
few civil tax matters. I am not too familiar with the income-tax 
laws with reference to the civil side. 

Mr. DeWtnp. Any internal-revenue matters which have involved 
the personal conduct of employees of the Internal Revenue Bureau, 
have you had jurisdiction over those matters as part of your 
assignment ? , 

Mr. McMiuian. Yes: that would be within my assignment. 

Mr. DeWinp. Mr. MeMillan, when did you have brought to your 
attention for the first time anything relating to the so-called Tobey 
letter and the bill of particulars, and chain ‘of command ¢ 
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Mr. McMit1an. I believe the first time—the Tobey letter? I can't 
sav | am yet very familiar with the Tobey letter. Have you reference 
to the specifications or so-called specifications ¢ 

Mr. DeWinp. Yes. When did you first hear of the allegations that 
have been made concerning employees of the collector's office; that 
is, this group of allegations? 

Mr. McMrian. The reference to the specifications or the first time 
l ever saw the specifications, two copies of the specifications were de- 
livered to me in the grand jury room. That was on May 23. The 
foreman delivered me a copy and during the recess one of the jurors 
delivered me acopy. I still have both copies in my possession. ‘Those 
are the only copies that I ever received from any source. 

Mr. Curtis. May I interrupt counsel at that point? 

Chairman Kine. Mr. Curtis. 

Mr. Curtis. By specifications, are you talking about the same docu- 
ment that some other people have referred to as the bill of particulars? 

Mr. McMiu.an. Yes. 

Mr. DeWinp. You say you received those two copies from a juror. 
That would be the Taylor grand jury? 

Mr. McMiuuan. That is correct. 

Mr. DeWrnp. On May 234 

Mr. McMinuan. May 23. 

Mr. DeWinp. Can you say which grand juror handed you those 
copies ¢ 

Mr. McMinian. The foreman of the grand jury during the noon 
recess, Mr. Taylor, and with him was Mr. Nauman, handed me a copy 
of the specifications, 14 in number. I have never seen the specifica- 
tions referred to as 15 in number. I have never seen those. And 
then a little while later, Mr. Hirschman handed me a copy that he 
had that contained on the margin a great deal of pencil writing made 
by himself, listing the names of a great many persons. 

Mr. DeWixp. Was this on the same day, May 23? 

Mr. McMitzan. Same day. 

Mr. DeWrnp. At the same meeting of the grand jury? 

Mr. McMii1ian. Same meeting. Within, I should say, 15 or 20 
minutes after Mr. Taylor gave me the copy that he had. Where he got 
his copy, I haven’t the slightest idea. 

Mr. DeWrnp. Mr. McMillan, Mr. O’Gara has testified here that on 
May 11, 1951, before the Seward grand jury, there was some discus- 
sion of the matters contained in these allegations. Did you have any 
knowledge of that meeting at the time ? 

Mr. McMitian. None whatever. 

Mr. DeWinp. Were you present before the Seward grand jury on 
May 11? 

Mr. McMrxan. I was. I was subpenaed. 

Mr. DeWinp. You say you were subpenaed to appear before the 
grand jury? 

Mr. McMintan. I was. 

Mr. DeWinp. You appeared as a witness before the Seward grand 
jury on May 11? 

Mr. McMinxay. I did. 

Mr. DeWrnp. What testimony did you give before the jury on that 
day? 
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Mr. McMitxan. Here is the situation. I came up from court about 
half past 10. I was engaged down there and I was served with a sub- 
pena, L think, to appear in there at 11 o’clock, to produce the file in 
the Steffen case, and I produced the file and gave testimony. 

Mr. DeWinv. Do you know of any reason why you were subpenaed 
to appear before the grand jury ? 

Mr. McMiizan. Except to produce that-file in that case, that is the 
only reason that occurs to me. 

Mr. DeWinp. What I was getting at could you have appeared and 
produced the file, and whatever testimony was arts Bas without a 
subpena ¢ 

Mr. McMitian. Yes. 

Mr. DeW np. Is it customary to subpena assistant United States 
attorneys ¢ 

Mr. McMinian. No; it was a great shock to me. That subpena was 
served upon me to produce that file and it just happened that I had 
the file, because Mr. Campbell had been authorized to present that 
case originally, and one day he was taken very ill, and the grand jury 
was present, and I had to carry on for that day the best I could. I 
sent over to his office, and they brought me his trial book and they 
brought over the file. And of course when the subpena was served 
upon me, because it was a file of the Department of Justice, and could 
have contained confidential privileged matter, as we all know before 
you can produce documents of that character, you must obtain the 
consent of the head of the department. 

Well, at once I called up Washington. I was quite fortunate and I 
got hold of Mr. Peyton Ford, who was the executive assistant, and I 
told him I had been subpenaed to produce this file which really be- 
longed over at the oflice of the Bureau of Internal Revenue, and as 
long as the grand jury had subpenaed me to produce the file, I thought 
being in my possession I should produce it. The person they should 
have served the subpena on was Mr. Frank J. Hennessy, the United 
States attorney, or as far as that was concerned, Mr. O°Gara had just 
as much access to the file as I had. So Mr. Peyton Ford said to me, 
“Well, if it is vour judgment that you should take in this file, go ahead 
and take it in.” I said, “Well, my position is whenever a grand jury 
wants anything, it is to give it to them. My purpose in calling you, 
Mr. Ford, is to get your official consent as head of the Department to 
produce any documents.” He said, “You have my consent; go ahead.” 
So I produced them. 

Mr. DeWinpv. While you were before the grand jury, on May 11, 
was anything said about allegations concerning employees of the col- 
lector’s office ¢ 

Mr. McMinian. Not while I was there. 

Mr. Byrnes. Going back to this file that they subpenaed, had they 
ever asked you before to bring that file to the grand jury to submit in- 
formation in that file to the grand jury ‘ 

Mr. McMitxan. No, sir. 

Mr. Byrnes. What was the name of this file ? 

Mr. McMirnian. It was the Steffen case. An indictment had already 
been returned in that case, and it involved Steffen, Lipset, Purcell, 
Ferriter, and Mrs. Hoppe, and another defendant named Segel. 
The charge was that they had conspired together to evade and defeat 
payment of the income taxes of Mr. and Mrs. Steffen in the sum of 














INTERNAL REVENUE INVESTIGATION 2333 


about $20,000. That indictment had been returned, the first indict- 
ment, on January 10, 1951, and then afterward I got a corrective in- 
dictment and that was returned, I think, about May 11—no, some time 
in March, I think. At any rate 1 got a corrective indictment from the 
grand jury. ‘That was before the Snapp grand jury. 

Mr. Curtis. Did that corrective indictment include any names that 
were not in the original ¢ 

Mr. McMitian. No. 

Mr. Curtis. Was there a subsequent indictment that included addi- 
tional names / 

Mr. McMinian. On May 11 an indictment was returned against 
Mr. MacInnis. That was against him alone, charging him with 
having conspired with these defendants against whom the corrective 
indictment had been returned. Later, before the Taylor grand Jury, 
the matter was presented after the dismissal of the indictment against 
MacInnis, and an indictment was returned against Vincent Hallinan, 
James MacInnis, and Mrs. Haller, which indictment was afterward 
consolidated with the corrective indictment to which I have referred. 

Mr. Byrnes. You never had any request from this grand jury for 
either this file or information in the file that they requested you to 
bring with you in response to the subpena that was served on you? 

Mr. McMuiury. I don’t recall any request made upon me to produce 
any file. 

Mr. Byrnes. What about information in the file? 

Mr. McMinzan. | don’t recall anything at all. I don’t recall a 
thing. 

Mr. Byrnes. You did not know of any desire of the grand jury to 
obtain any information from you until you received the subpena ? 

Mr. McMiuzan. That is correct. It was a distinct shock to me to get 
a subpena. 

Mr. Byrnes. Was it a shock to you to get a request from the grand 
jury for information concerning this particular case ¢ 

Mr. McMutan. No. 

Mr. Byrnes. Was the shock limited to the subpena request ? 

Mr. McMitzan. If the request had been made, I would have gladly 
given them any information I had, but I don’t remember any request. 

Mr. Byrnes. Would it have surprised you that they might want 
information concerning that case ¢ 

Mr. McMuian. No, for this reason; once upon a time Mr. O'Gara 
said that a grand jury was much concerned over the fact that an 
indictment had not been returned against Mr. MacInnis, and I said to 
him, “You take that up with Mr. Walter M. Campbell. He is handling 
that matter and he has his own plans in that regard. Take it up with 
him.” 

Mr. Byrnes. You do not know whether he did or not, do you, take 
it up with Mr. Campbell ? 

Mr. McMitxian. No: I don’t recall whether he did or not. 

Mr. Byrnes. Would there be the possibility that he might have and 
had difficulty getting the file presented to the grand jury ? 

Mr. McMirtan. No; I don’t believe there would have been any 
difficulty. 

Mr. Byrnes. But you do not know one way or the other, do you? 

Mr. McMuzan. No, I don’t. In other words, I don’t know whether 
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he tried to get it Friday from Mr. Campbell and Mr. Campbell 
wouldn’t turn it over to him. I don’t know. 

Mr. Byrnes. And you really did not have that file in your jurisdic- 
tion until just very recently before you received the subpena; is that 
correct ? 

Mr. McMriray. I had it after the occasion 

Mr. Byrnes. How long had you had it after you received the sub- 
pena? Had you had it for some considerable time? 

Mr. McMintan. Yes, I think it was left in my office. Mr. Camp- 
bell had several meetings with the grand jury. and was handling the 
matter entirely. As I stated, on one occasion, about 15 minutes after 
10 T received word that Mr. Campbell was ill. 

Mr. Byrnes. About when was that? 

Mr. McMitnan. That was about the early part of January. So 
here was a grand jury which had come in for a special meeting and 
my recollection is that there were a couple of witnesse from away out 
of town, from down Riverside, who had been subpenaed, and think- 
ing of the expense and these witnesses being out of town, I said to 
the agent, “I will have to try to carry on some way. Go over to Mr. 
Campbell’s office and get the trial book he had,” because the trial 
book he had had photostatie copies of exhibits, and he had the names 
of the witnesses and the order of witnesses, and a résumé of their ex- 
pected testimony. I said, “Get that and get me the file.” So they 
rushed over and got those papers, and I proceeded to carry on all that 
day as wellas I could. I thing the first witness was a man named—— 

Mr. Byrnes. I am not particularly concerned about those aspects. 

Mr. McMruxian. Yes. I think off and on [ had it from that time on. 

Mr. Byrnes. From January right straight through ! 

Mr. McMirtan. Yes. I think I got it the next time when I got 
the corrective indictment. In other words, they would take it back 
to the Bureau of Internal Revenue office, and I think I picked it up 
when I got the corrective indictment. 

Mr. Byrnes. You said that Mr. O'Gara had suggested to you that 
the grand jury was interested in this particular file. 

Mr. McMuzan. Not the file. 

Mr. Byrnes. In the case, then. 

Mr. MeMitian. He suggested to me that the Seward grand jury was 
much concerned over the fact that an indictment had not been re- 
turned against Mr. MacInnis. 

Mr. Byrnes. And that grows out of this case, does it not? 

Mr. McMirtan. That is correct. 

Mr. Byrnes. When was that discussion? When did he tell you 
that? 

Mr. McMutxayn. I should say about a month before that. 

Mr. Byrnes. About April, you mean ? 

Mr. McMurray. I should say yes, about the early part of April. 

Mr. Byrnes. Did not I understand you to say that when he did 
inquire of you about that matter and suggested that the grand jury 
was interested in that phase of it, that you told him that he should 
take that up with Mr. Campbell ? 

Mr. McMirxian. Yes. 

Mr. Byrnes. I thought you had the case by that time. 

Mr. McMitian. No; I did not have the case. Mr. age eee re- 
mained a special assistant United States attorney, and Mr. Campbell 
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had certain plans in connection with the MacInnis phase of the case, 
and I told him, because there were certain phases of it still under 
investigation, that he better take that up with Mr. Campbell. 

Mr. Byrnes. Who had the case? You said you had it from the Ist 
of January, that is the over-all case, but that during April Mr. Camp- 
bell still had some phases of it. 

Mr. McMitxan. Mr. Campbell had the control and direction of the 
whole case. I just simply happened to have that file over there in my 
office. I used it for the purpose of getting the corrective indictment, 
my . collection is. The indictment that was returned was prepared by 
Mr. Campbell early in the morning and motions were made, argu- 
ments were made, and it struck me that one point that was raised as to 
the sufficiency of the indictment might be taken up on appeal. 

Mr. Byrnes. Why was not Mr. Campbell the one, since he had the 
case originally, and you say continued to have it, the one that was in 
getting the corrective indictment and doing these other things that 
had to be done with it ? 

Mr. McMinian. As far as the corrective indictment was concerned, 
| took that up with Mr. Campbell and he thought the old indictment 
might stand up because Judge Goodman had ruled it was sufficient. 

Now, getting a corrective indictment, all I had to do was insert three 
words, and take it before the same grand jury that took all of the testi- 
mony, the Snapp grand jury. I did not have to reintroduce any testi- 
mony at all for the purpose of getting a corrective indictment. 

Mr. Brrnes. Mr. Campbell would not have had to do any more than 
that either? 

Mr. McMinian. No. T don’t think Mr. Campbell was here at that 
time. I got his consent and got the indictment returned. I had his 
approval. 

Mr. Byrnes. Can you understand why this is confusing to me? 

Mr. McMuuan. No; I do not. 

Mr. Byrnes. I cannot figure out who has and who has not and where 
the case is aé anv partic - ar time because it jus st seems to me it was 
juggled back and forth, Campbell had the case but vou had the file. 

Mr. MeMinzan. No, Mr. Campbell never lost control over the case. 
Let me make that clear. Up to the very time Mr. C: umpbell and Mr. 
Karesh and myself presented the case against Mr. Hallinan and Mrs. 
Haller and MacInnis, Mr. Campbell still controlled it. Mr. Campbell 
went down in fact with Mr. Fleming and tried that case. He never 
lost control of it at any time as special assistant United States attorney. 

Mr. Brynes. It may not have any significance at all, and maybe I 
im just taking up a lot of time, Mr. Chairman, unnecessarily. 

Mr. McMu.an. No: I want to make this clear. 

Mr. Byrnes. IT am trying to develop why you should get the subpena, 
or why you should suggest to Mr. O'Gara that he go to Mr. Campbell 
to vet the file. 

Mr. McMitian. No: I didn’t suggest that he FO and vet the file. 
He said that the grand jury, the Seward grand jury, was much con- 
cerned about the MacInnis case. that an indictment ter not been 
returned, and IT suggested to him that he go and see Mr. Campbell, and 
I knew that a certain matter was still under investigation with ref- 
erence to Mr. MacInnis and Mr. Campbell had certain plans with ref- 
erence to what was to be done in the MacInnis case, and I said, “You 
better go and talk to him.” 
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Now, I think he did, but I am not certain about that, whether he 
ever talked to Mr. Campbell or whether Mr. Campbell ever told me 
that he talked to him. I have no recollection. 

Mr. Curtis. If I understand correctly, where a number of you were 
associated with certain cases, in fact, any one of you would go ahead 
and proceed, and wait on the grand jury; is that correct ¢ 

Mr. McMuttan. Where we were associated together. 

Mr. Curtis. I mean, where there was more than one assistant United 
State attorney that had knowledge of the matter, either one of you 
might respond to the request of the grand jury to serve them, and to 
wait on them; is that not correct ? 

Mr. McMitian. No, no; that has not been my experience. My 
experience has been that if there are two persons assigned to a case 
they go in before the grand jury and prepare the case, or any phases 
that develop in connection with it afterward. In other words, I don’t 
know any cases in which, to my recollection, where there are two or 
three assistants in the case, that one would proceed without consulting 
the other, or getting the consent of the other. 

Mr. Curtis. That was the working arrangement ? 

Mr. McMitzan. Yes. 

Mr. Curtis. But, of course, it has no legal effect. What I mean is 
that any one of you could proceed; you have the same authority. 

Mr. McMinian. Any of us who are assigned to a case. Suppose 
two of us were assigned to a case; I see no reason on earth why either 
one could not proceed with the matter. 

Mr. Curtis. Legally, whether you had been previously assigned to 
it or not, you would have the same authority to act, would you not, 
from a legal standpoint ? 

Mr. McMitan. I think not, because in the office each assistant has 
his assignments; and if he has taken over some assignment that is 
not one of his assignments, he takes it up with the United States 
attorney and gets his Gonsent and his designation and authority to 
present that matter. 

Mr. Curtis. I understand that you have to have a working arrange- 
ment in order to divide the work. 

Mr. McMuizan. Yes. 

Mr. Curtis. But my question is this: It does not affect the legality 
of what is done if such an office arrangement is not followed, does it? 

Mr. McMitxan. If some assistant walked in and presented a case 
that he was not authorized to present ¢ 

Mr. Curtis. Yes. 

Mr. McMitxan. That is the very point we are arguing before Judge 
Fee right now. 

Mr. Curris. I would like to have your opinion of it. 

Mr. McMitian. My opinion of it is this: That an assistant who 
has certain assignments, of course, he handles those assignments. Any- 
thing outside of those assignments, that he has no right to present to a 
grand jury without first getting the approval, the authority, and 
designation of the United States attorney. 

Mr. Curtis. You say he has no right. You mean that he has no 
legal right? 

Mr. McMitnan. To present a case to the grand jury without first 
getting the authority and designation of the United States attorney 
or the Attorney General? I would say he had no legal right. 
































INTERNAL REVENUE INVESTIGATION 9337 


Mr. Curtis. Is not the authority of one assistant equal to the author 
itv of another assistant ? 

“Mr. McMiutian. It is, within his assignment. In other words, if an 
assistant has certain assignments, necessarily those assignments have 
been given to him and authorized by the United States attorney, an | 
he has been designated to handle those part cular assifvnments. 

Mr. Curris. Yes. I ean understand where someth i mieht not be 
good procedure, that might at times not be the utmost in courtesy and 
what not; but my question comes back to this: Is there not a Federal 
statute that gives any assistant United States attorney authority to 


} 
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present any matter to a grand jury? 

Mr. McMintan. [Tam not aware of such a statute. 

Mr. Curtis. It is your position that if an assistant United States 
attorney has not been spec ifically directed to presenta matter that that 
resentation then is without lee@al force? 

Mr. MeMirran. Well, that is the very point that is under submission 
now before His Honor. Judge Fee. 

Chairman Kine. Mr. Curtis, you have said any assistant United 
States attorney. Would you wish to include a visiting United States 
attorney from the southern district of California that might walk 
through the corridor and decide to present a case to the grand jury? 
Would there then be the same authority ¢ 

Mr. Curtis. No; I was predicating my question on the basis that he 
was associated in the office that had jurisdiction over the persons and 
the acts. 

Mr. McMitran. Yes: I so understood the question. Of course, as 
Chairman King has indicated, no outside assistant or even a special 
assistant attorney general can come here without authority, and has 
to file his oath and have authority to present a matter before the grand 
jury. But I understood your question that it had to do with an 
associate right in our office. 

Mr. Curtis. That is right. 

Mr. McMitian. Yes. 

Mr. Curtis. And my question was, Is it your contention that 
unless that particular assistant is specifically directed to present a 
matter, that his presentation is without legal sanction and does not 
have legal force ¢ 

Mr. McMiuxian. If he presents a matter that is outside of the as- 
signments or any assignment that has been given to him by the 
United States attorney, and he has been authorized to handle and 
empowered to handle, I have grave doubts as to whether he has any 
legal right to present the matter. Otherwise, the United States at- 
torney’s office would be thrown into the utmost confusion. 

Mr. Curris. My question is not whether it is good practice or orderly 
practice, or whether or not it is courtesy, or whether or not it con- 
stitutes insubordination or anything else. My question is, Is the 
proceeding lawful ? 

Mr. McMitzian. That very point is under submission now before 
Judge Fee. 

Mr. Curtis. Mr. Chairman, I may come back to that later. I will 
take no more time now. 

Mr. Byrnes. Let me ask this question along the same line. Do you 
make in the office here formal assignments of cases and formal letters 
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of authorization or direction to do things that have to be done in 
the office ? 

Mr. McMiz.an. Correct. 

Mr. Byrnes. Did you at that time? 

Mr. McMuian. Yes. 

Mr. Byrnes. In other words, in the file on the Steffen case, you wil! 
find definite authority given to a definite assistant United States at- 
torney to handle that particudar case / 

Mr. MeMiiian. Well, that particular case, Mr. Campbell was ap- 
pointed special assistant United States attorney to handle. That, 
as it were, was a direct-reference case. Of course, when the file 
came—because I handled income-tax matters—it would carry my 
name on it as 7. assignment. But as soon as the file came in, I turned 
it over to Mr. Campbell. 

Mr. Byrnes. Who would put your name on that file ¢ 

Mr. McMinzan. The clerk out in the oflice who checks matters com- 
ing in against the printed assignments of each deputy. 

Mr. Byrnes. Is that what you call a formal assignment ? 

Mr, McMiizan. Yes. 

Mr. Byrnes. There is not a definite assignment, though, in written 
form by the United States attorney saying to an assistant United 
States attorney, “You are directed to handle this case” and that letter 
becomes a part of the file showing the definite authorization ? 

Mr. McMiutian. No. What takes place in the office is this: Over 
all these many years there has been made up and mimeographed the 
assignment of each deputy. Now, I don’t know. Sometimes I have 
had as many as 20 assignments. Others have had that many. That 
is mimeographed, and it is left with the chief clerk or the United 
States attorney’s secretary, and as the mail comes in, any matters 
come in, they simply—suppose this concerns a narcotics case—if you 
look down through the list there, you will see Mr. Karesh handles 
narcotics cases. If this is a narcotics case, she at once writes Mr. 
Karesh’s name on the file, and it becomes his case. But you see funda- 
mentally, primarily there has been a designation of assignments, and 
as an assistant goes out and a new assistant comes in, they reorganize 
these assignments. 

Mr. Byrnes. On that mimeograph that came out in the office, is it 
shown that you are listed as having been assigned an interest in the 
Steffen case ¢ 

Mr. McMutzan. No; that mimeograph shows that I am to handle all 
criminal tax cases. 

Mr. Byrnes. Mr. Campbell in this case was assigned that particular 
Stetfen case, was he not ¢ 

Mr. MceMiizan. It came in, when it was distributed, under my 
name. But Mr. Campbell having gotten that authority, I imme- 
diately turned it over to him as a special assistant United States at- 
torney to handle. 

Mr. Byrnes. Under this mimeograph, who in the office is designated 
to handle cases arising out of improper conduct of personnel in the 
Internal Revenue Bureau ? 

Mr. MeMitian. T don’t know that there is a specific designation. I 
think if it concerned any criminal conduct under any general assign- 
ment of handling all these criminal tax cases, it would fall to my lot 
to handle the matter. I think any conduct in the Bureau of Internal 
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Revenue, that had to do with criminal matters, 1 think under that 
broad designation would be mine. 

Mr. Byrnes. You think it would. But would there be anything 
in the office which would be evidence of that assignment ? 

Mr. McMinnan. Except that broad designation ¢ 

Mr. Byrnes. So that sometimes it is pretty difficult, is it not, under 
the system used to determine who has this formal authorization that 
you speak of that might be necessary in order to show whether the 
acts were legal or illegal of an assistant attorney / 

Mr. McMitzan. Here is what takes place. If something of that 
kind should arise, if there is any doubt as to what assistant should 
handle any matter in the office, that is taken up at once with the United 
States attorney, and the United States attorney then directs that so 
and so handle this particular case, if there is any doubt about the 
assignments. 

Mr. Byrnes. Are they assigned by cases or by general fields of 
operation / 

Mr. MeMiuxan. Assistants have all the way from, I should say, 
10 to 20 or 25 assignments, and there they are all mimeographed and 
each assistant has a copy of that himself. It is intended to be an 
all-devouring matter of assignments to cover anything. Of course, 
if new legislation comes along and then the question arises who is 
yoing to handle this matter under new legislation, and it is taken up 
with the United States attorney, the United States attorney makes 
the designation. There is new legislation coming along all the while 
and consequently these assignments have to be changed from time to 
time. 

Mr. Curris. Can any citizen present anything to a grand jury that 
they will listen to / 

Mr. McMiun.an. Yes; I have no doubt about that. 

Mr. Curtis. And the fact that assistant is an officer or employee 
of the United States Government would not lessen his right to do 
that: would it ? 

Mr. MeMitzan. I think so in these circumstances which I have in- 
dicated, that not having authority, and not having received the desig- 
nation from the United States attorney, he would be acting without 
authority. 

Mr. Curris. There is no limit on the authority of a grand jury to 
make any inquiry they want to; is there ¢ 

Mr. McMiutz.an. I think not. I think they have the widest eR 
tory power. But I don’t believe, as Chairman King indicated, i 
special assistant United States attorney comes from ‘Los pecan - 
too, is a citizen, that he can walk in before a grand jury and present 
a matter to the grand jury. 

Mr. Curtis. Not in the capacity as a United States attorney, you 
mean ? 

Mr. McMit.an. No; and in his capacity as a citizen, [ think it 
should be presented through the proper ordinary, orderly channels. 

Mr. DeWrnp. Mr. McMillan, on May 11, 1951, when you appeared 
before the Seward grand jury, were employees of the Internal Revenue 
Bureau also present as witnesses, or were you the only witness ¢ 

Mr. McMuan. In that connection I had hardly been served with 
a subpena when two men came into my room. One was Mr. Davies, the 
head of the Intelligence Unit, and he said he had been served with a 
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subpena to appear, and he also had with him a man whom I have 
since found out to be a supervising auditor by the name of Mr. Blote. 
I cid not know Mr. Blote at that time. They came in and said they 
had been served with these subpenas and they were told to wait. I 
think they waited in Mr. Casselman’s room or the library, because | 
was very busy trying to get hold of Washington, and after I did hear 
from Washington, I did rush right down to the grand-jury room in 
order to appear. I think the time was 11 o’clock at which I was to 
appear, and then I was told to come back at 1 o’clock. 

Now, those two men are taxmen. They waited around there all day 
and I think it was about close to 5 o'clock when the indictment against 
Mr. MacInnis was returned before Judge Roche. They had not testi- 
fied up to that moment. As they were going downstairs, the grand 
jury, I said to Mr. O'Gara—my recollection of it is that these two men 
were standing in front of the library—*Do you want these men to wait 
any longer,” and he said, “Yes, we are coming right back,” so after 
they returned the indictment, they did come right back, and I think 
it was 10 or 15 minutes after 5, somewhere around there, and they went 
into session, and in a little while they called in one of these witnesses, 
I don’t remember which. At that stage Mr. Karesh came into my 
office, and he ,was quite vehement, “Why did they ever serve me with 
a subpena,” and wondering what was going on down there. Mr. 
Karesh and Mr. O'Gara had tried the Zamloch case together, and 
had been handling the obstruction of just ice matter before the Seward 
grand jury. I said, “I don’t know what is going on there, but it must 
be some tax matter of some kind. These men are taxmen. And so 
far as the MacInnis case is concerned, that is wound up because they 
have returned the indictment already.” I said, “You better go down 
and see what is going on.” 

He went in there and he came back in a little while and said to me, 
“T went in there and I told O'Gara, or asked him what he was doing, 
or what he was presenting, and told him he has no right to present 
these matters, and he simply said to me, *You get out of here.’ ” 

T asked him, “Did you hear any of the testimony or the nature of the 
testimony ¢” And he said, “No, I didn’t hear the testimony. I simply 
saw Mr. Davies in the chair as a witness.” Now, what they testified 
to, I don’t know to this date. 

Mr. Byrnes. If Mr. Karesh did not know what was being presented, 
how could he tell Mr. O'Gara that he had no business presenting it? 

Mr. McMutzan. I told Mr. Karesh it appeared to me that this must 
be some tax matter because these are tax men. 

Mr. Byrnes. You just testified, though, that Mr. Karesh came back 
and told you that—— 

Mr. McMiiian. He came back and told me that. He said to me, 
“Charlie, you have no right to present those matters.” 

Mr. Byrnes. Did he tell you what the matters were? 

Mr. MeMituan. No; he did not. 

Mr. Byrnes. I thought you told me he did not know what the mat- 
ters were. 

Mr. McMittan. He may have. He may have heard them. T asked 
him whether or not he had heard Mr. Davies’ testimony, and he said 
no, he hadn’t, but Mr. Davies was in the chair as a witness. He may 
have assumed because IT had said to him that Mr. Davies is the head of 
the Intelligence Unit, and therefore necessarily it could only be a tax 
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matter, that he was presenting some tax matter. That would be my 
judgment. 

Mr. DeWrnp. Having formed the opinion that Mr. O’Gara was 
presenting some tax matter, what did you do about it, Mr. McMillan? 

Mr. McMuttan. I didn’t do a thing, because I heard nothing further 
about it. This was May 11, now, mark you, and the next time I heard 
anything about a tax matter was when I went into the grand jury on 
May 16. 

Mr. DeWinpv. What I was getting at was this: Apparently you con- 
cluded that Mr. O’Gara was presenting tax matters, and it was your 
view that that was beyond Mr. O’Gara’s authority, but you did not 
do anything about it? 

Mr. McMiixan. I didn’t do a thing about it because I didn’t know 
exactly what he was presenting. 

Mr. DeWrnp. You did not discuss it with Mr. Hennessy ? 

Mr. McMitian. No. Mr. Hennessy at that time, according to my 
recollection, on May 11 was down at Yosemite. 

Mr. DeWrnp. Had he left office as United States attorney ? 

Mr. McMitian. No; he left a few days before that, and his inten- 
tion was not to return until the Monday, May 14, for the induction 
of Mr. Tramutolo into office. He intended to stay away until that 
time. 

Mr. DeWinp. So Mr. Hennessy was not there? 

Mr. McMitxan. He was not there. 

Mr. DeWrnp. Did you talk to Mr. O’Gara about the matter at all? 

Mr. McMutan. I did not. 

Mr. DeWrnp. Was there any reason why you did not ask Mr. 
O’Gara what he was presenting, in view of your conclusion that it 
was a tax matter‘ 

Mr. McMutzan. There was this reason. When I was served with 
a subpena I asked Mr. O’Gara why I was served with a subpena, he 
had just as much access to the file as myself, and the person to have 
served would have been the United States attorney. 

He said, “Well, he is not here.” 

And I said, “You know you have to get the head of the department.” 

And he said, “I don’t know anything about it. I have had nothing 
to do with it. I don’t know anything about it.” 

And he said, “I never even knew that the grand jury was going 
to meet until they came in here this morning.” 

That afternoon I was called to assist in getting up an order to vali- 
date the meeting. An attempt had been made earlier to get an order 
from Judge Roche, but it was not given, so they asked me to come in 
to prepare an order. 

Mr. DeWrnp. That is, the Seward jury invited you to come in? 

Mr. McMiuan. Yes, Mr. DeWind, and under the order which had 
previously been made they had been continued over to a certain date, 
but there was a general provision that they could meet earlier upon a 
call by the court, or by the grand jury with the consent of the United 
States attorney’s office. 

So I asked them, when I got ready to prepare the order, I called that 
to their attention, and the foreman said, “Why, we have the consent 
of the United States attorney’s office.” 

91550—52—pt. 3——-27 
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And I said, “Who spoke to him?” 

And he said, “Why, I took this matter up with Mr. O'Gara yester 
day afternoon, and we arranged for this meeting today.” 

And I said, “Is that true, Charles ¢” 

He said, “That is true.” 

I said, “Very well, then, I will jrepare the order.” 

Now, mark you, he told me he had nothing to do with the subpena, 
had no knowledge that that meeting was going to take place, until 
they came in that very morning. 

From that time on the relationship between Mr. O'Gara and myself 
has completely changed. 

Mr. DeWinp. And that was the reason why you did not discuss 
with him—— 

Mr. McMitxan. I don’t know of taking up any matters with him 
after that. I don’t remember taking up any matters with him after 
that. 

Chairman Kine. Let me understand, Mr. MeMillan. 

On one occasion shortly after this session Mr. O'Gara declared to 
you that he had nothing to do with the call, and that he did not know 
they were in session until he observed they were ¢ 

Mr. McMutzan. No. When I was served with a subpena, the mar- 
shal handed me the subpena. That was when I came up in court, about 
half past 10 that morning, and standing in the doorway was Mr. 
O'Gara. Whether he followed the deputy marshal in, I don’t know. 

Then L had the conversation with him about why serve me with a 
subpena, and so forth, and so forth, and he said, “I don’t know any- 
thing about it. I have had nothing to do with it,” and he said, “I 
never knew the grand jury was coming in even today, or that they were 
going to hold a meeting until they came in.” 

And he said, “I never knew the grand jury was coming in even 
today, or that they were going to hold a meeting until they came in.” 

Now, you can imagine my feeling when I go in there to prepare 
that order and 1 find that he and the foreman—in other words, 
that the foreman had arranged with him and had taken up with him 
the fact of holding a meeting that very day. 

I said, “Is that true, Charles?” 

And he said, “That is true.” 

So I said, “Very well, I will prepare the order.” 

So I prepared the order, 

And I said to the foreman, “Come with me, and we will do down- 
stairs and I will get the order.” 

We went downstairs, and Judge Roche was hearing some matter. 
He was about to adjourn. It was close to half past four. And the 
foreman and I waited there for a few moments until he was about 
ready to leave the bench. 

Then Judge Roche said, “What can I do for you, Counselor?” 

I stepped up to the bench with the foreman and asked him to give 
us this order, and he gave the order. 

The foreman had said to me coming downstairs—he used the word 
“presentment” —that they had some presentment to make. Of course, 
that was the MacInnis indictment. 

I remember I said to Judge Roche, “I understand that the grand 
jury may have some presentment to make. It is now half past four, 
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Your Honor, and the office is probably closed. I imagine you want 
to recess.” 

And Judge Roche said, “Oh, that is all right. If you have got 
some matter to present I will stay here until 5 o’clock, or I will stay 
until half past five.” 

He was very nice about it. 

So then the foreman and I came upstairs, and 1 was afterward called 
in again, to review an indictment that had been prepared. The fore- 
man asked me to look over this indictment, which was the very indict- 
ment that was returned afterward against MacInnis, and he asked me 
very nicely. 

He said, “Mr. McMillan, we want you to look over this indictment 
we have here and see if it is all right legally.”. Which I did, and 
went ahead and prepared it. 

Mr. DeWrnp. Between May 11 and May 16 did you have any con- 
versation with Mr. O'Gara concerning the presentation of any mat 
ters involving the personnel of the collector's office ¢ 

Mr. McMuian. No, I don’t recollect any such thing at all. 

Mr. DeWinp. Do you recall the morning of May 16, 1951 ¢ 

Mr. McMiian. Very well. 

Mr. DeWinp. When did you first see Mr. O'Gara that morning ¢ 

Mr. McMitian. I don’t believe I saw Mr. O’Gara, to the best of 
my recollection—and I have been searching it very carefully since— 
until I saw him in the grand jury room about noontime. 

Mr. DeWrexp. You had no conversation with him before going into 
the grand jury room ¢ 

Mr. McMutxian. I don’t have the slightest recollection of having 
any conversation with him before going into the grand jury room. 

Mr. DeWinp. Mr. McMillan, Mr. O'Gara has testified here that 
he saw you that morning, and that you told him you were not feeling 
well, and would he please handle the jury for you. 

Mr. McMiuzan. That is incorrect. 

I had already made arrangements with Mr. Colvin the afternoon 
before, or that morning—Reynold H. Colvin. There were three small 
indictments for presentation that morning. There was one indict 
ment that Mr. Colvin had that involved a postal offense. There was 
another indictment that Mr. Karesh had that had to do with draft 
evasion, and there was a small indictment of forging and uttering some 
Government obligation that Mr. O’Gara had. 

I said to Mr. Colvin, asked Mr. Colvin if he would take care of the 
grand jury, that there were three short matters. 

I said, “I don’t think it will take you very long, because I want to 
talk to Mr. Tramutolo. I have some other matters and I am going 
to be very busy. Will vou take care of it ¢” | 

He said, “I will be glad to do so.” 

And when I went down there at noon Mr. Colvin was still waiting 
there to take the grand jury down. 

Mr. DeWinxp. You were not unwell that day? 

Mr. McMitzan. No; I think not. 

No, no; I was very busy all that day. I remember trying to get 
a hold of Mr. Tramutolo to take up matters with him, and he said 
to me that he would be back at 3 o'clock. 

I told him there were many matters I wanted to take up with him, 
but he had to arrange for transportation, and had some private 
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matters that he wanted to take care of, because he was leaving the next 
day for Washington to attend a conference of the United States 
attorneys in the Attorney General’s office. 

Mr. DeWinp. Mr. O'Gara, as I recall, testified here that you had 
a conversation with him—I believe he said you stood in the doorway 
of his room, that is my recollection—concerning the salary scales of 
assistant United States attorneys, and his particular salary scale, and 
discussed the desirability of arranging an increase in salary for him 
and possibly others. 

That was the gist of his testimony. 

Mr. McMiitan. I did not. 

Since I have been in the office I have tried again and again to have 
the salaries of stenographers and the assistants increased. 

And when Mr. Tramutolo came into the oflice—when Mr. Peyton 
Ford was here, rather, about June 1, I never have talked to Mr. O’Gara 
specifically about his having his salary raised at any time. 

I don’t know now what his sal: ary is. But I have made an effort 
time and again to have the salaries of everybody in that office raised, 
and I have had very little success. I have been at that for years, 
and I have never talked specifically to him about having his salary 
raised, 

Mr. DeWrnp. At any time? 

Mr. McMrtz1an. At any time. 

Mr. DeWinp. I believe that Mr. O’Gara testified here that you had 
a conversation with him that morning concerning the possibility that 
he might like to have a particular case assigned to him that you 
thought might be of some public interest. 

Mr. McMuxan. Not that morning. I had no conversation with 
Mr. O’Gara that morning. 

There was a case that had been brought to my attention—that is, 
the Pechart and Kessel case. I should say that was about a week 
before. 

I have been trying to refresh my recollection on that. I have a 
very distinct recollection that Mr. Hennessy called me into his room, 
saying that he was going to leave on a vacation and he wasn’t coming 
back until Monday. And he said, “Mr. Tramutolo has asked me time 
and time again to wait a while longer in the office, because he has 
some private matter he wanted to té ake up before he was inducted into 
office, but I am not going to wait any longer, and I have told him so, 
that I expect him to be inducted into office”—I think it was May 14. Me 
have got some pr ivate affairs of my own, and I am going away now. 

And he said, “Here are some matters I want you to look out for and 
see that they are taken care of.” 

And he had these particular matters right in his room. That was 
the Pechart and Kessel case, and he had presented them to the grand 
jury. They were contempt matters, arising during the time of the 
hearings of the Senator Kefauver committee. 

And he said, “Here they are. I am going to take them out, and I 
am going to put them in the general file.” 

And there was another one that was going to come in. That was a 
contempt case that took place the second time when they were out here, 
November 23. The others arose on September 21 or 22. 

That day I met Mr. O’Gara, and I said to him about these cases, 
“They are very important cases. They are hard cases because they 
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are quite i involved legally, but they are cases that have a great deal of 
publicity in connection with them. Would you like to handle them 

He said, “I will think it over. 

Now, that very after noon, or the very next morning, he said, “I can’t 
handle those cases.’ 

That was just about a week before May 16. It was then, because 
never after May 11 would I have referred any matter to Mr. O'Gara. 

Mr. DeWinp. Perhaps the most important thing here is the question 
of whether or not you and Mr. O’Gara discussed Mr. O'Gara handling 
the Taylor grand jury on the morning of May 16. 

Mr. Me Muan. I did not, at any time. I was taken completely 
by surprise when I went into that grand jury room. In fact, I was 

astonished. 

Mr. DeWrnp. Just a minute. 

How did you come to go down to the Taylor grand jury meeting 
on May 16% 

Mr. McMutxan. I stepped out in the hallway, and I saw several 

ersons down in front of the grand jury room. I walked down there 
can ‘ause it occurred to me that they should have reported long ago. 
‘Those were three short cases. 

I walked down there, and a crier from Judge Murphy’s court said 
to me, “The judge wants to know if you will be down im a little while, 
because he is going to be on the bench until 12 o’clock.” 

And I said to Mr. Colvin who was standing there waiting to take 
the grand jury down, “Aren’t they through in there yet?” 

He said, “I think so, but Charlie is still in there.’ 

So I walked into the grand jury room, simply and only for the 
purpose of finding out whether or not they would be able to report to 
Judge Murphy before he went off the bench at 12 o’clock. 

That is how I happened to go in there, and for no other purpose. 

Mr. DeW inp. What happened when you went into the grand jury 
room ¢ 

Mr. McMinian. Well, I have to be very careful about this situation, 
and not violate any secrecy of grand jury proceedings. 

Mr. DeWrnp. I obviously do not wish you to do that. 

Mr. McMiitan. Yes, and obviously I am in this rather awkward 
position. I handled the Smyth case, and it was on before His Honor 
Judge Fee almost all day yesterday, and I am attorney of record in 
that case, and Judge Fee has made it perfectly plain, he has stricken, 
caused to be suppressed for the time being, all the affidavits in support 
of the motions, and he has made it per fectly plain that there shall be no 
oral testimony at this time, or in anywise any disclosure of the secrecy 
of the grand jury proceedings. 

Now, I am in this awkward position, but can’t I tell you just gen- 
erally what took place there without going into detail ? 

Is that all right, Mr. DeWind? 

Mr. DeWrxv. Would you read me the last of Mr. MecMillan’s 
answer, Mr. Reporter ¢ 

(The record was read by the reporter.) 

Mr. DeWtnp. I would have the feeling, Mr. McMillan, that an 
address or statement made by an assistant United States attorney 
before the grand jury might not be subject to the secrecy require ments. 

However, if you feel that there is a doubt about that I do not wish 
to urge you to answer the question by giving any description of what 
was said. If you believe that a general description of se took place 
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would not involve that problem, I would be glad to have you state that. 

Mr. McMiuzan. You see what I am laboring under. I want to be 
very careful, very circumspect. 

1 went into the grand jury room. Mr. O’Gara was on his feet. And 
I stated that I wanted to find out if the grand jury was ready to report 
to Judge Murphy, that the court was waiting. 

Mr. O’Gara said, “Let him wait.” 

Then Mr. O’Gara proceeded to make a very grave attack upon the 
integrity of Frank J. Hennessy, former United States attorney, and 
upon the Honorable Michael J. Roche. 

Then he proceeded, in just a few words—I am using just a few 
words—to say that he was going to present certain tax matters, and 
a number of charges of corruption, misconduct, and irregularities in 
the Bureau of Internal Revenue. 

After making it plain that he had no authority to present these 
matters, and after it became plain that he hadn’t taken the matter up 
with Frank J. Hennessy, or taken them up with Mr. Tramutolo, just 
about this time Mr. Colvin came into the room. He was there a short 
time. 

The reason he came in, I have since learned, was that the crier, 
because I was in there and had been in there for some time, wanted 
Mr. Colvin to find out what was delaying me and when the grand jury 
was going to report; so he came in. 

Now, I insisted upon getting a court reporter. The resolution was 
passed, and I went down and got a court reporter, brought a court 
reporter back. 

Now, of course, these proceedings, I don’t know, took probably 2 
minutes before I got a court reporter. After the court reporter came 
in I made a brief statement, and stated my position in the matter, that 
he was unauthorized to act. 

And a resolution had been passed, apparentlywhen, I don’t 
know—that Mr. O'Gara was to be heard alone. So I retired from the 
grand jury room, spoke to Mr. Colvin and told Mr. Colvin to go ahead 
and get ahold of Judge Murphy or Judge Roche and advise them of 
what was taking place in the grand jury room. 

I said I would get ahold of Mr. Tramutolo. 

I came down to get ahold of Mr. Tramutolo. He wasn’t in his office. 
I should say this was getting around about half past one, somewhere 
around there. It was after 1 o’clock, anyway. 

So [tried to get Mr. Tramutolo. He is quite a prominent member of 
the Olympic Club. I tried to get him there. And he often goes to the 
Hotel Whitcomb. I tried to get him there. He wasn’t at either place. 

Then I caught him at his office, down on Montgomery Street, his 
private office. 

And I asked him whether or not Mr. O’Gara had ever taken up with 
him any tax matters, or any matters that he was going to present to 
the grand jury, or whether or not he had ever authorized him or 
designated him to present any of these matters, and whether he knew 
anything about it. 

He said, “No, I have given him no authority. I have not designated 
him to take up these matters. I know nothing about them. He has 
not discussed them with me.” 

Just at this stage Mr. Colvin came in. I was in the office of the 
United States attorney, and I was talking from my room, and I said to 
Mr. Colvin, “Did you see Judge Roche?” 
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He said, “Yes, I saw Judge Roche.” 

He is our chief judge, senior judge. 

And he said, “Judge Murphy was there, and I explained the situa- 
tion to Judge Roche and he said, ‘Go and see the United States 
attorney.’ Judge Murphy said nothing.” 

Then I proceeded down to see Judge Goodman on the second floor. 
[ explained to him what was taking place in the grand jury room. And 
Mr. Colvin came down with me. He was there, too. 

Judge Goodman called in his secretary, dictated a summons, and 
also told one of his secretaries to call down to the marshal, Mr. Rosseen. 

I don’t know whether I remained until the summons had been 
finished or not. I think Mr. Colvin and I went upstairs. 

It was only a short time after that time, however—I could tell by 
the shadows on my office door—that the grand jury was coming down, 
going into court. Awhile afterwards Mr. Colvin and I went down- 
stairs into Judge Goodman’s courtroom, and sat in the back portion of 
the courtroom—lI think in the last row. And Judge Goodman wasn’t 
on the bench at that moment, but he came in presently, and then he 
gave the instructions to this grand jury with which you are familiar. 

Mr. Curtis. Just a minute. 

Could you supply a copy of those instructions for our record at this 
point ? 

Mr. McMittan. Yes; I have a copy here. 

Mr. Curtis. I would like to have that made a part of the record, 
Mr. Chairman. 

Mr. McMitxan. I just have this one copy. 

Chairman Krna. Is that a copy that would be available to us, Mr. 
McMillan ¢ 

Mr. DeWrxp. Mr. Chairman, we have a photostatic copy of this 
which we can use to give to the reporter to make a part of the record. 

Chairman Kine. If there is no objection, the material referred to as 
Judge Goodman’s instructions are ordered into the record. 

(The information referred to is as follows:) 


IN THE Dyrstricr Court or THE UNITep STATES FOR THE NORTHERN DISTRICT OF 
CALIFORNIA, SOUTHERN Dtviston, Berore Hon. Lovurs E. GoopMan, Juba 


PROCEEDINGS UPON REPORT OF GRAND JURY IN OPEN COURT 
Reporter's transeript, Wednesday, May 16, 1951 


Appearances: For the United States attorney: Charles O'Gara, Esq. 

(Upon return of the duly impaneled grand jury into court at 2:52 p. m. this 
date, the following proceedings were had.) 

The Courr. Will yon call the roll of this Grand Jury, Mr. Clerk? 

‘Roll called by the Clerk.) 

The Clerk. One excused and one absent, sir 

The Court. And who is the Foreman of the Grand Jury? 

The Foreman. I am, Your Honor—John T. Taylor 

The Court. John T. Taylor. You may be seated. 

Che Grand Jury has been in session for how long a period, Mr. Foreman? 

The Foreman. I believe our first meeting was in March 

The Court. No, no, I mean today. 

The ForeMAN. Today, since ten o'clock. 

The Court. And you have not been in adjournment since ten o'clock this 
morning? 

The ForeEMAN. We have not 

The Covurr. I take it that in your session this morning you have voted on 
indictments? 

The ForemMan. Yes, Your Honor. 
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The Court. You have not returned those indictments to the Court yet? 

The ForeMaAn. No, Your Honor. 

The Court. They are ready for return to the Court? 

The Foreman. Yes, Your Honor, we have three true bills. 

The Courr. Those are indictments, Mr. Foreman, that the Grand Jury has 
voted this morning and has returned? 

The Foreman. Yes, Your Honor. 

The Courr. Do you desire to return them now in open Court as the Foreman 
of the Grand Jury? 

The Foreman. Yes, Your Honor. 

The Courr. These indictments that the Foreman of the Grand Jury has 
returned in open Court now will be filed, warrants will issue and the bail will 
be fixed as recommended by the Grand Jury. 

You have been engaged in some other investigations or hearings besides the 
matters pertaining to these indictments? 

The Foreman. Yes, Your Honor. We have been hearing information presented 
by the Assistant U. 8S. Attorney. 

The Court. During the course of those hearings that you have had since you 
have voted these indictments, has there been a Reporter present taking down 
your proceedings? 

The Foreman. Yes, Your Honor, there has been. 

The Court. Where is the Reporter? Who is the Reporter? 

Mr. Leo Prescorr. I am one of them. 

The Courr. Would you step forward, please? What is your name? 

Mr. Prescorr. Leo F. Prescott. 

The Courr. Are you an official reporter of the United States Courts? 

Mr. Prescorr. I am, sir. 

The Courr. You have served here before? 

Mr. Prescorrt. I have, sir. 

The Court. Have you taken down all the proceedings that the Grand Jury has 
had this morning in session? 

Mr. Prescorr. From 1: 30 until just shortly, when they were notified. 

The Courr. And prior to the time that you took down the proceedings, who 
was the Reporter? 

Mr. Prescorr. William Foster. 

The Courr. Where is Mr. Foster? Is he here? 

Mr. Prescorr. He is in Court. 

The Court. In Court? 

Mr. Prescorr. In the other end of the building. 

The Court. Oh, he is in one of the other Courts? 

Mr. Prescorr. Yes, sir. 

The Courr. And to your knowledge was any other Reporter present taking 
down any of the proceedings? 

Mr. Prescorr. That I can’t say. 

The Courr. You don’t know how long Mr. Foster was there reporting? 

Mr. Prescorr. No, not of my own knowledge. 

The Court. Thank you. Would you sit down there, please? 

Where are your notes of the proceedings that you took? Have you your 
notes with you? 

Mr. Prescorr. No, sir, they are impounded by the Foreman of the Grand Jury. 

The Court. I beg pardon? 

Mr. Prescorr. They are impounded by the Foreman of the Grand Jury. 

The Court. Have you the notes of this Reporter, Mr. Foreman? 

The Foreman. Yes, Your Honor. 

The Court. Have you them with you? 

The ForeMAN. Yes, Your Honor. 

The Court. Please deliver them to the Clerk. 

The ForEMAN. We wish to keep them. 

The Court. Please deliver the notes to the Clerk. Have you the notes of 
any other stenographic report of these proceedings besides the ones you have 
now delivered to the Clerk? 

The ForeMAN. Well, there were some notes taken from the witness in this 
morning's session. 

The Court. Pertaining to the indictments that you have filed here today or 

The ForeMAN. Yes, Your Honor. 





The Courr. Have you delivered to the Clerk now all of the notes that were 
taken of the proceedings before the Grand Jury other than the proceedings in 
connection with these indictments? 
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The ForeMaN. Yes, Your Honor, so far as I know. 

The Court. So far as you know. At any rate, all that you are now in pos- 
session of? 

The ForeMAN. That’s right. 

The Court. All right. Now, are there any of the notes that were taken by 
the Reporters in connection with the proceedings before the Grand Jury other 
than the matters pertaining to these indictments in the possession, Mr. Foreman, 
to your knowledge, of any other person besides the Reporters themselves? 

The Foreman. No, Your Honor. 

The Court. Members of this Grand Jury, I called you here today because a 
most serious affront to the laws of the United States has occurred—perhaps 
quite unwittingly—by the members of this Grand Jury; and unquestionably due 
to the fact that the Grand Jury has not been properly advised concerning the 
functions and authority of the Federal Grand Jury. It is an event that is un- 
paralleled in the history of the United States Courts. I regret very much that 
ii has been necessary to call this Grand Jury into the Court Room because of 
these events. 

The functions of the United States Grand Jury are not investigative in charac- 
ter. A United States Grand Jury is an arm of the United States Court. It is not 
the servant or agent of the United States Attorney or of any assistant United 
States Attorney, and it only performs the functions that the law provides, as 
distinguished from a State Jury, which has general investigative powers— 
the United States Grand Jury has no such powers. It may only consider those 
matters that are brought before the Grand Jury by authority of the Court or by 
authority of the United States Attorney, and only those matters may it consider. 

The reason for that rule in the Federal system is quite clear. The United 
States Government has investigative agencies which are entrusted by law and 
by statutes of the United States with the power of investigating offenses which 
the investigative departments of the United States are entrusted by law with the 
power to investigate, and they are the only persons who are authorized to conduct 
investigations. No Grand Jury has the power to conduct any investigation or 
hear any unauthorized person present any matter to it, subpoena witnesses or 
records produced, or any other functions that entail the use of the processes of 
the United States Courts. 

I make this explanation to you because I am quite sure that this Grand Jury, 
as well as other Grand Juries, take their work seriously and act in good faith 
and believe that what they are engaged in doing is an activity that is proper 
under the law. 

This Grand Jury has no authority to hear matters presented to it today by the 
United States Attorney, Mr. O'Gara. It would be a great travesty on justice and 
would do great harm to many persons if, without proper authority, an agency of 
the Court such as the United States Grand Jury would have general over-all 
authority to subpoena anyone that they wish to, and hear any evidence that they 
wish to, on any subject that anyone saw fit to bring before them. Even the 
Judge of the Court hasn’t got that power or authority. I could not give you a 
directive to subpoena witnesses and have records produced before you concerning 
activities or business affairs or other affairs of any person because to do so would 
be to do great harm to citizens of the United States. In addition to that, it would 
make of the Grand Jury a dangerous arm of Government with the power of 
process. 

Let me illustrate to you. I am going into this at some length because I am 
sure that this Grand Jury is a conscientious body of citizens of this community, 
and you are entitled to be advised concerning the powers that the Grand Jury 
has. 

Let us suppose that the Grand Jury were in session, and the Grand Jury 
decided that it would like to investigate the affairs of Judge Goodman, who sits 
on the bench today; that they would like to look up his birth certificate, his 
income-tax returns, his stock ownership in corporations—and let us suppose that 
the Grand Jury would then proceed to direct the United States Marshal to send 
out subpoenas to have those records brought in, That would be an abuse of the 
process of the Court because merely because the Grand Jury has the power to 
subpoena witnesses doesn’t mean that it can subpoena witnesses in a matter that 
is not properly before it. 

Now, Members of this Jury, the activities which the chief Assistant United 
States Attorney has reported to me have been engaged in by the Jury this after- 
noon, I am satisfied perfectly unwittingly and unknowingly on the part of the 
Grand Jury, are beyond the lawful authority of the Grand Jury. I am author- 
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ized to say to you that the Assistant United States Attorney who presented this 
matter to you today and asked that witnesses be subpoenaed, and who apparently 
has made statements to you, has no authority whatsoever to present the matter 
which he has presented to you. No individual in his individual capacity has any 
authority to present to the Grand Jury any matters simply because the Grand 
Jury is in session and he wishes to present that to the Grand Jury. 

Now the term of this Grand Jury will expire, as I understand it, on June 30th 
or the first Monday in July, if I am not mistaken. I am not certain at the 
present time whether the Court should make an order discharging this Grand 
Jury. I say that not because of any desire to impose what might be considered 
any sanctions upon the Grand Jury, but because of the fact that once a Grand 
Jury, whether unwittingly or not, engages in activities which it is not authorized 
by law to engage in, it thereby in eifect impairs somewhat its usefulness and it 
impairs its legal authority, and perhaps shouldn’t function any more. But I 
think that that perhaps should not be done in this case. I think that this Grand 
Jury should continue to perform its usual functions during the remainder of the 
term. 

This Grand Jury is now directed to desist and refrain and hereafter have no 
further investigation of any kind, in connection with any of the matters that 
have been presented to the Grand Jury by Assistant United States Attorney Mr. 
O’Gara. Whatever matters there are that have been presented, if the United 
States Attorney deems them to be matters that are properly to be presented to 
the Grand Jury, they will be re-presented to a Grand Jury, if it is decided by the 
proper authorized officer of the Department of the United States entrusted with 
this work to do so. These matters will be presented. I want the Grand Jury 
to understand that the order the Court is making is not an order to suppress 
anything that may be necessary to be presented, if there has been a violation of 
law by any person. But those matters will be presented in the regular course 
of the authority of the officer of the United States who is entrusted with the 
obligation of presenting them to the jury. 

Now I want to say once more, so that we won't have any misunderstanding 
about this matter, that the Court has no criticism of the members of this Grand 
Jury or of the Foreman. It is understandable that the Jury might act, as did 
this Jury, in hearing matters that perhaps bestirred the interest of the Grand 
Jury. Perhaps it bestirred their interest because of some notoriety or publicity 
in connection with the matter. But this Grand Jury is not the agency of persons 
who desire to bring to public attention matters that could only be brought to the 
public attention through the formal channels and by virtue of the authority of 
the officer of the United States who is entrusted with the authority of doing 
that. I want to make that perfectly clear. I realize that the Foreman and the 
Members of this Grand Jury are probably interested and have had their interest 
greatly bestirred by things that have been said to them. Those matters, if they 
involve the infraction of law by any person, will be ordered by this Court, if 
the United States Attorney does not do so, to be properly and in due order 
presented to a Grand Jury. But this Grand Jury had no authority to consider 
the matters it was considering this afternoon. 

When, in the ordinary course of events, Mr. Foreman, would this Grand 
Jury meet again? 

The Foreman. Your Honor, in view of the long session we have had today, 
I move we adjourn and meet Monday, or next Wednesday morning at ten 
o'clock. 

The Court. Wednesday at ten o'clock. 

The Foreman. I feel that the Grand Jury, hearing your statement just now 
and knowing very well that what you have said will be carried out, that we will 
refrain from making further investigations as you have ordered, and I know 
that you will carry on and do what you promised this Grand Jury that you will 
do personally. 

The Court. No question about it, Mr. Foreman. 

The Foreman. Thank you, sir. 

The Court. If it appears to this Court that there is evidence of any infraction 
of law by any person, it makes no difference who it is, and the United States 
Attorney himself were to fail to carry out his duty to present that matter to the 
Grand Jury, the Court will see that it is presented to the Grand Jury. But not 
excepting in accordance with the regular processes of the Court of which the 
Grand Jury is a part. 

The members of the Grand Jury are excused until next Wednesday morning 
at ten o'clock 
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Mr. DeWrnp. Mr. McMillan, why did you feel it was necessary to 
try to stop Mr. O’Gara’s presentation? Why should not Mr. O’Gara 
have been permitted to go right ahead and present these matters? 

Mr. McMinxan. Because it was a matter in my judgment that was 
not within his assignment, and that he had no authority, had never 
taken the matter up with Mr. Hennessy, and had never taken the 
matter up with Mr. Tramutolo. He had no authority, in my 
judgment, to present it. He was not designated—— 

Mr. DeWinv. Why would that not be a matter to take up with Mr. 
O’Gara and the United States attorney after the matter was com- 
pleted, rather than to interrupt a presentation to the jury ¢ 

Mr. McMittan. No, Mr. Tramutolo wasn’t going to be back until 
3 o'clock, and Mr. Tramutolo had had no opportunity to become famil- 
iar with the affairs of the office, much less a matter of this kind, and 
he was leaving the next day for Washington and wouldn’t be back 
for about 3 weeks. 

Now, mark you this. I was asked, and a resolution had been passed, 
to leave the room, and he was to present these matters alone. Now, 
you can well understand, I had aes. mer with that grand jury for a long 
while, and some of them must have had some confidence in me. None 
of them knew Mr. Tramutolo. Mr. Tramutolo knew nothing about 
these affairs. 

I thought at the time if the United States attorney, like Mr. Hen- 
nessy, was a firm man and had been familiar with these matters, he 
would have probably gone right into the grand jury room and ordered 
Mr. O’Gara out. 

But so far as Mr. Tramutolo is concerned, the thought went through 
my mind, not being familiar with these matters, and not having met 
the grand jury, he would meet with no satisfactory results. They 
would simply say to him, as they said to me, “We desire to hear Mr. 
O’Gara alone.” 

Mr. DeWrnp. In your view what were the evils that might have 
resulted from that that you wished to stop? 

Mr. McMitxan. Well, the thought that was primarily in my mind, 
here was an assistant United States attorney without any authority, 
without any designation, without having consulted his superior, never 
even having discussed it with me, though I happened to be chief 
deputy, was presenting matters that were not within his assignment. 
That was primarily within my mind. The evil that would have re- 
sulted afterward I gave no thought to at that time. 

Mr. Kean. I do not see why it matters whether Mr. O’Gara had the 
authority or not. It seems to me the important question is whether 
there was any guilt to the people whose names were brought before the 
grand jury. I do not see how you got so excited about the fact that Mr. 
O’Gara was taking up before the grand jury matters connected with 
the Bureau of Internal Revenue. 

Mr. McMitzan. I will give you another illustration. Take Mr. 
Karesh, who handles narcotics cases. He has been handling large 
narcotics cases. Suppose Mr. Karesh walked into that room at 12 
o'cle ek just to take the grand jury dow n and lo and behold, there was 
Mr. O’Gara presenting some huge narcotics case, a matter not within 
his assignment. I imagine Mr. Karesh would get very highly excited 
upon finding out right in the grand jury room that the matter had 
never been taken up with the United States attorney, either Mr. Hen- 
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nessy or Mr. Tramutolo. I imagine that the tumult and shouting 
would never die until after he had taken it up with the United States 
attorney and the court. 

Mr. Kean. Nobody had been given jurisdiction over matters con- 
nected with the tax matters, had they ? 

Mr. McMrttan. I think properly that would have fallen within my 
assignment and it would have been assigned to me, because I had the 
general assignment of handling all criminal income tax matters. I 
think fairly that would be all-devouring enough to take in those 
matters. 

Mr. Kean. So your indignation was because Mr. O’Gara was taking 
over an assignment which properly belonged to you, in your opinion? 

Mr. McMitxian. Not personal indignation. It was more of an 
assistant United States attorney presenting matters that he had no 
authority to present, just like the example I gave you about Mr. 
Karesh walking in and finding Mr. O’Gara presenting some huge 
narcotics case. 

Mr. Kean. Yes, but Mr. Karesh was specifically assigned to nar- 
cotics cases, so that it would definitely be stepping on his toes, but 
there was nobody that had been really specifically assigned to these 
kinds of cases, except you thought that probably in general it was 
under your jurisdiction. 

Mr. McMutzan. I think it was. And I was immediately assigned 
to it by Mr. Tramutolo when I spoke to him. That afternoon he told 
me to go ahead, “you take care of those matters.” 

Chairman Kine. Mr. Curtis. 

Mr. Curtis. Would you say that your objection was not as to what 
was done, but as to who did it? 

(No response. ) 

Mr. Curtis. Did you have any objection to the grand jury inquiring 
into these things and returning the indictment against the individuals 
that they did, or was your objection to the fact that Mr. O’Gara had 
done it ¢ 

Mr. McMitxan. No. Had I gone in there and another assistant who 
did not have the assignment was doing that very thing, the same course 
would have followed. 

Mr. Curtis. Did you have any objection then to what the grand 
jury did? 

Mr. McMutzan. I beg your pardon? 

Mr. Curtis. Did you have any objection then as to what the grand 
jury did? 

Mr. McMitzan. My objection, since I am trying to make it clear, 
primarily and fundamentally was that here was an assistant who was 
not authorized to be in there to present-these matters. 

Mr. Curtis. Then am I to understand that your objection was that 
Mr. O'Gara presented these matters, and you have no objection to the 
fact that they were presented ¢ 

Mr. McMittan. No. I had no objection personally so far as Mr. 
O'Gara was concerned. My objection would have been just the same 
if another assistant had gone in there before that grand jury and 
was handling some assignment that didn’t belong to him, like the 
narcotics case, or many other assignments in the office. It would be 
very much to me like if I had an argument on before the circuit court 
of appeals, like in this very courtroom where I spent 6 or 7 months 
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trying the Bridges case with associates, and all during the time this 
internal revenue matter has been under investigation “| have had to 
work on the Bridges Government reply brief, and go through 17 
printed volumes of testimony, 8,912 pages. That case comes on for 
argument next month. 

Now, I will get prepared for the argument of that case. If I should 
walk down before the circuit court of appeals on the day that case 
comes up for argument, and I should find one of the assistants in the 
office who had never talked to me about it, who had never talked to 
Mr. Tramutolo or anyone, down there arguing that case before the 
circuit court of appeals, it would be quite a row and rattling, there is 
no question about that. 

You have to keep in sight, gentlemen, we have internal affairs in 
the United States attorney’s office, and of course a stenographer as a 
citizen could go in there and present certain matters, but we can’t have 
assistants overriding the other assignments of the oflice. 

Mr. Curtis. I want to follow through with my question. 

Mr. McMiian. Yes. 

Mr. Curtis. I will not quarrel with you on any feeling you have 
about what assistant should discharge what particular duties or what 
ones he should not. My question is, Was what was ultimately done 
all right ? 

McMiuttan. In the following week, I carried on the inquiry 
before the grand jury. 

Mr. Kean. Would these matters ever have been presented to the 
grand jury if Mr. O’Gara had not presented them / 

Mr. McMitzian. There is no doubt in my mind that the matters 
would have been presented. I had it in my mind very often. After 
the Kefauver committee left here, I presented a great many cases. 
For example, I presented to the grand jury this Moonie, Hartmann, 
and Schino case, which is now on trial. Those names came up at the 
hearing before the Senator Kefauver committee. 

I also presented the case of Gertrude Jenkins. She was tried and 
convicted. I presented the case of Inez Burns. She pleaded guilty. 
1 presented the case against Wolcher, the pinball king, who was 
convicted and the case is on appeal. I presented a case on a man named 
Davena, ex-chief of police in the peninsula, and he has been convicted. 

I presented other cases. Here is something else. When the Ke- 
fauver committee was out here shen met here on November 21 and 22. 
‘They were in executive session. But now and again they would take 
a recess and give us @ sort of résumé to the press of the testimony and 
proceedings. 

Now, I was in and out of there, and on March 2 and 5, when the 
Kefauver committee was here, Senator Kefauver, whom I had come 
to know, very kindly invited me to come down there and sit with the 
committee, and which I did. I was there for 2 days. I heard all of 
that test imony. 

As I said afterwards, on occasion, when Senator Kefauver’s com- 
mittee finished all these investigations throughout the whole country, 
and the re ports were mi ide and remedial legisl: ition or appropriate 
legisl: ation is passed, we are going to find there is going to be a great 
house cleaning and investigation all over the United States with 
reference to the Bureau of Internal Revenue and other matters. The 


Treasury Department is a very large department. Not only have we 
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the bureaus of internal revenue, about 64 of them, you have the Nar 
coties Division, Secret Service Division, the Alcohol Division, United 
States Mint, and the Coast Guard, and all that. What I contemplated 
was, after those reports came into Congress, as I say, legislation is 
passed, the Treasury Department itself would start to put the house 
in order—the Attorney General and others. I contemplated this, 
that there would be a widespread prosecution of these matters. | 
looked forward to seeing a heavy investigation here. In fact, after 
the Kefauver committee left here the first time, I think several of 
these matters investigated were started by Mr. Davies and others over 
there. 

I thought probably it wouldn’t be a matter of more than months until 
reports would come in and probably a special grand jury would be 
appointed, and a special Assistant Attorney General to prosecute 
matters. 

Now, I was going right along with these matters myself all the 
while, gentlemen. I have given you a number of prominent cases and 
these names came out, you know, in the Kefauver committee. I kept 
moving along all the while. I could see that sooner or later that very 
thing would take place. And I had reason to believe that matters 
which were brought out in the Kefauver hearing, and other matters, 
were under investigation by the Intelligence Unit. 

Mr. Kean. Mr. McMillan, I think you are an optimist in thinking 
that these various departments of Government would purge them- 
selves unless they were stimulated to do so by the Congress or by 
somebody else on the outside. 

Mr. MeMiiian. Gentlemen, I feel just this way about it. I feel 
this way about it, that after the Kefauver committee report came in 
and there was legislation, I feel after an honorable committee like 
yours goes around and makes these investigations and so forth, and 
you make your report and there is legislation passed, other com- 
mittees may go into these matters, congressional committees, I really 
believed that sooner or later these matters will all be overhauled. The 
departments themselves have simply got to put their own houses in 
order. I never thought for a moment that sooner or later these matters 
would not be presented to the grand jury. I have given you just as 
good an example. I was very busy all the time after that first meet- 
ing handling all these cases. I was doing my part in cleaning up 
these matters. I handled all those cases and they are all cleaned 
up, except that they are trying that case over there now. 

So I am not of that opinion at all. I want to make this clear. It 
has often been asked of me, “If Mr. O°Gara had not triggered this 
thing, or touched it at all, what would have happened? Nothing 
would have ever happened.” That isnot my view. The matter would 
have been gone after in another way. It probably would have been 
investigated for months and months. You know the number of agents 
that necessarily we have in the Treasury Department. It is a big 
Department. And after a complete investigation, the matter presented 
toa grand jury. It has not been an easy job by no means for a grand 
jury starting from seratch to investigate these matters. I will put 
it this way to make it clear. 

Suppose there is a matter within the jurisdiction, we will say, of 
the Federal Bureau of Investigation, the FBI. Now, don’t you 
think that 23 FBI agents could make a better investigation of a 
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matter in a couple of months time than a grand jury starting from 
scratch could do in 7 months time? How long, for example, do you 
think it would take a grand jury without the accountants, without 
skilled investigators and bookkeepers and everything else, to investi- 
gate a case like the Artie Samish case ? 

Mr. Byrnes. You had a little difficulty, did you not, in one case that 
came to the attention of this committee, where the grand jury even 
had difficulty in getting the FBI to make an investigation which the 
grand jury wanted made 

Mr. McMuzan. You mean the Taylor grand jury ? 

Mr. Byrnes. One of the grand juries. 

Mr. McMitnan. That was the Seward grand jury. 

Mr. Byrnes. Yes. 

Mr. McMiutzan. They finally got the investigation made. 

Mr. Byrnes. It was quite a while though, was it not? 

Mr. McMinxian. Yes, but that is extraordinary. 

Mr. Byrnes. It seemed to me that it might be something that might 
influence some peole’s judgment as to what could be expected in that 
direction, and in the direction of the United States attorney’s office, 
in encouraging investigations of that kind. 

Let. me ask you this 

Mr. McMinitan. May I make a comment with reference to that ? 

Mr. Byrnes. Surely. 

Mr. McMu.an. Here is the situation that is not so generally under- 
stood. You can’t call the FBI into every case. 

Mr. Byrnes. I thought vou were suggesting that that is what should 
have been done here, rather than have it presented to the jury. 

Mr. McMitxan. No, I just gave you an illustration of a case that 
would come within their jurisdiction. I can give you an example. 
I prosecuted a case called the Julius Weil case, a bookmaker. In 
the course of that trial there is a well-known character around here 
by the name of Artichoke Joe. He committed perjury. Because 
perjury is certainly within the assignments of the FBI, I undertook 
to get the FBI to make an investigation of that case, and they said, 
“Oh. no, we won't take up that case. You have all the agents of the 
Intelligence Unit. You let your own agents investigate those mat- 
ters. That is their disposition.” So I had those agents wind it 
up, and he was convicted. For example, the postal inspectors are very 
capable agents. rhe postal inspectors are working on the case. 

Mr. Byrnes. Let us keep ourselves somewhere within the area 
that we are talking about, and let us take the example you give or 
the reason you give for opposing somewhat this action that was taken 
in presenting the matter to the grand jury. We have a specific matter 
of improper action within the Internal Revenue Bureau. Do you 
think that the special agent’s office was the proper office to investi- 
gate that, and you would have to wait until they did investigate before 
you could make any presentation? Is that what you are sug- 
vesting ¢ 

Mr. McMitian. I don’t mean it altogether that way. T mean that 
the Treasury Department itself, as a result of the work of these ¢om- 
mittees, and the reports, would see to it that such an investigation 
had to be made. 

Mr Byrxvs. When would they do it? Nothing was done prior to 
May 16, was there, as far as having any full-scale investigation and 
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revamping of the Internal Revenue Bureau collector’s office here in 
San Francisco? 

Mr. McMutan. I think that is correct; but I carried on with the 
cases I told you about. 

Mr. Byrnes. That is right. As far as the collector’s office was con- 
cerned, however, nothing was done by way of a full-scale investiga- 
tion until after May 16; is that not correct ¢ 

Mr. McMriian. That is correct. 

Mr. Byrnes. But it was your belief that some time if things worked 
out as you suspected they might, there would be an investigation 
and a reorganization of the collector’s office here eventually ? 

Mr. McMin.an. Yes, I firmly believed that, and the best indication 
is what is going on all over the country today. 

Mr. Byrnes. Do you not think that May 16 here in San Fran- 
cisco may have had some influence on what is going on throughout 
the rest of the country today ¢ 

Mr. McMitxan. Yes, I did. 

Mr. Byrnes. But there is still one question that bothers me, Mr. 
McMillan, and that relates to your objections raised at the time Mr. 
O'Gara made this presentation to the jury on May 16. As I gathered 
it, your objection was that he had not received specific authority to do 
so, and therefore he was going beyond or getting into a field that 
you thought he should get approval before he did it; is that it? 

Mr. McMiutzan. Yes. 

Mr. Byrnes. Is not that a matter of internal office discipline, rather 
than a matter to be brought to the court and brought before the 
jury itself ¢ 

Mr. McMurxan. I think not. The United States attorney has the 
responsibility for prosecution. It is his responsibility. And he as- 
signs certain assistants, he appoints certain assistants, and he assigns 
them to certain work, certain cases to handle. The responsibility 
being his in the end and matters of that kind should be taken up 
with him, get his approval to proceed first, or give him an opportunity 
to give directions and give some advice in these matters as to what 
should be done, not just wildly without consulting him or his prede- 
cessor even, or like myself in the office—— 

Mr. Byrnes. I understand the point you are making there, that 
as far as proper oflice discipline is concerned, there should be an 
orderly assignment of responsibility. 

Mr. McMuitan. That is exactly what I mean; on account of the re- 
sponsibility the United States attorney has as United States attorney, 
those things just can’t be done. 

Mr. Byrnes. But is not the proper approach to that discipline with- 
in the oflice or action within the United States attorney's office in 
order to prevent such things happening, rather than to appeal to the 
court or to. appeal to the grand jury ¢ 

Mr. McMituzan. I think it is both. 

Mr. Byrnes. Did I not understand you to testify that on May 11 
you had reason to believe that Mr. O'Gara was going outside of the 
scope of what you at least felt was his authority; is that right 

Mr. McMiuan. I really didn’t know. 

Mr. Byrnes. You had reason to believe that he did. I think the 
record shows you testified that earlier in the day. 
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Mr. McMiuwan. I said to Mr. Karesh, “I don’t understand why he 
has Davies down there. Davies is the head of the Intelligence Unit, 
tax matters.” 

Mr. Byrnes. You were in charge of the United States attorney’s 
office on that day. The United States attorney was absent, I believe 
you said. 
~ Mr. McMitian. Yes; he was away then. 

Mr. Byrnes. On May 11. 

Mr. McMitzan. Yes. 

Mr. Byrnes. Therefore, you had reason to.believe that there was an 
assistant attorney who was not operating in a way that was consistent 
with the proper operation of a United States attorney’s office; is 
that right ¢ 

Mr. McMinian. Yes. 

Mr. Byrnes. Yet you did nothing about it, did you! 

Mr. McMitian. No. 

Mr. Byrnes. You did not talk to the assistant United States at- 
torney involved, you did not ask him what he was doing; is that 
correct ¢ 

Mr. McMuzian. That is correct. 

Mr. Byrnes. Now, is not that the proper method of keeping proper 
discipline in the family ¢ 

Mr. McMuuzan. I had another thought in mind which was this: 
Mr. Hennessy was away. He would be back on that Monday. Mr. 
Tramutolo was coming into the office, and let Mr. Hennessy know 
about these things and take them up with Mr. Tramutolo. But this 
thing came a little bit too fast. Here was May 11 and here is May 16. 

Mr. Byrnes. You are objecting then on two things, that it came 
too fast, and that it was presented by a person who you do not believe 
had the authority to present it; is that it? 

Mr. McMiiian. Yes; and I don’t believe if Mr. Hennessy had been 
here it ever would have been presented. 

Mr. Byrnes. That is not the question. 

Mr. Curtis. What was that? 

Mr. MeMinxian. Beg your pardon? 

Mr. Curtis. That last statement I did not get. 

Mr. McMitzan. I don’t believe it would have been presented if Mr. 
Hennessy had been here. 

Mr. Curtis. That information would never have gone to the grand 
jury ¢ 

Mr. McMuzan. It would have gone to the grand jury, perhaps, 
sooner or later, but I don’t believe Mr. O’Gara would have taken it up 
before the grand jury without consulting Mr. Hennessy had he been 
here. 

Mr. Curtis. Coming back to the point I raised a while ago, as to 
whether or not what was done was rendered without legal force by 
reason of the fact that you say Mr. O’Gara was not directed to do 
this, I-might mention that I have glanced at a case here, Brown v. 
Unite d Nihate S. 957 Fede1 al — 

Mr. McMinian. Yes; that is one of the cases we had yesterday. 

Mr. Curris. Page 703, where a question is raised as to an act being 
done by an assistant United States attorney. I will not take the time 
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here to give all the background, but in discussing that the court said 
as follows at page 705: 

They come within the general rule that an assistant duly appointed to prosecut 
is clothed with all the powers and privileges of the prosecuting attorney and al! 
acts done by him in that capacity must be regarded as if done by the prosecuting 
attorney himself, 

My recollection is that at that time they referred to him as district 
attorney, and now it is assistant United States attorney, but they 
recite the rule. 

Mr. MeMinian. And that argument was made yesterday, Mr. Con- 
gressman, before Judge Fee. We were at that most of the day and 
that very problem is now submitted to him for his decision. We will 
probably have it decided in a day or two. 

Chairman King. Now, Mr. McMillan, 1 want to get into the play 
here. This dictum here that Mr. Curtis has read, of course, could be 
understood as flowing from the authority of the chief of the office. 
It is much the same as the privileged position I have as chairman of 
this committee. If I see fit, 1 can designate one of the gentlemen on 
this committee, and as designated he acts with the same authority as 
myself, such as it is. But my mind is completely open on the main 
question here. I am only concerned now with your position, and 
whether or not you had justification for concern suflicient to act. 
When were the subpenas served on you, Mr. McMillan? 

Mr. McMinzian. They were served on me on May 11. 

Chairman Kine. May 11. 

Mr. McMitian. Yes; I was down in court. I came up from the 
courtroom and it was handed to me about half past 10. 1 think it was 
for my appearance before the grand jury at 11 o'clock. 

Chairman Kine. Did you say Mr. Karesh was likewise subpenaed ¢ 

Mr. McMitian. No. 

Chairman Kine. You did not? 

Mr. McMiruan. No. 

Chairman Kine. In your experience, Mr. MeMillan, do you recol- 
lect another instance where the chief officer of the office of the United 
States attorney has a subpena issued for his appearance and 
to furnish documents by a deputy within the oflice ? 

Mr. McMitxan. I never had it happen in my life. 

Chairman Kine. Have you ever heard of it happening? 

Mr. McMiiuan. No; I never have. 

Chairman Kine. It was unusual in the extreme and as you stated, 
it caught you completely by surprise ? 

Mr. McMiuian. It just knocked me off the Christmas tree. 

Chairman Kine. Now, then, Mr. McMillan, and I am going to say 
again I am bearing with this subject solely as it concerns yourself, on 
this Wednesday when these things happened, it was the closing day 
or two or three of the old United States attorney? He was going out 
of office ? 

Mr. McMixian. He was down at Yosemite. 

Chairman Kine. Yes. 

Mr. McMinian. No. On the 16th? 

Chairman Kino. Yes. 

Mr. McMittan. On the 16th, Mr. Hennessy was out of the office. 

Chairman Kine. When did he go out of office ? 

Mr. McMutzan. He went out of office on May 14. 
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Chairman Kine. On the 14th: 2 days prior to this event the old 
United States attorney leaves his office and authority / 

Mr. McMiutan. Yes. 

Chairman Kine. A new man has not vet taken up his officia! duties 
as United States attorney; he had not been in the office and worked 
or made assignments of any kind? 

Mr. McMitnan. Exactly; in that regard, Mr. Tramutolo was sworn 
in at half past twelve before Judge Roche. 

Chairman Krne. What day ? 

Mr. McMitnan. That was Monday, the 14th. He had a luncheon 
engagement. He got back up to the office late that afternoon, and the 
next day, ‘Tuesday, there was a big luncheon given to him down at the 
Palace Hotel. I didn’t attend it, but he is a man of many friends, and 
there was a big lunch. So he didn’t get back until late that afternoon. 
I wanted to see him and talk to him about a lot of matters, and matters 
in connection with his going back to Washington, so at 11 o'clock I 
went in there for that purpose, and I was told that he wouldn’t be back 
until 3 o'clock that afternoon, because he was taking care of his private 
affairs and arranging for transportation. So obviously the United 
States attorney didn't have time enough to get one corner of his seat 
warm. 

Chairman Kine. It would not be unfair to state from all practical 
aspects that there was no United States attorney sitting and acting 
in his office, and that the responsibility of the conduct of that office 
nominally fell on your shoulders ¢ 

Mr. McMinz.an. That is correct, 

Chairman Kine. Now, in view of this subpena thing shocking you, 
and in view of these other events, the one old time United States attor- 
ney leaving, the new one coming in ,to be confronted with anything as 
unusual as what you felt you had reason to feel was c cnfhonting you, it 
is not in my opinion unreasonable that you acted in some fashion, and 
I frankly do not know in what fashion you could have acted, other 
than the way you did it. 

Mr. McMutan. I could have acted this way. I could have acted 
in another way. At the next meeting of the grand jury, out in the 
hallway a couple of jurors were there, and they stopped me and one 
of them said, “The trouble about this whole thing, McMillan, is this: 
You should have stood your ground in that grand-jury room, and seen 
to it that that man was stepped.” 

Well, they were telling me to get out 

Chairman Kine. You were voted out; were you not é 

Mr. McMitzan. I was voted out. As I said to this juror, it has not 
been my policy throughout life, that where I am not wanted, to linger 
around there much longer. 

Chairman Kine. Mr. Byrnes, I do not know whether you heard my 
preface here. I am only dealing with Mr. MeMillan’s conduct. 

Mr. Byrnes. I understand. 

Chairman Krxe. I have no interest or concern with other events. 
Then, Mr. McMillan, three most unprecedented things happened. 
You, as the chief officer of this office in the absence of the United States 
attorney, were served with a subpena issued by a subordinate in your 
office, an unprecedented event. 


Mr. Curtis. Was it issued by O'Gara ¢ 
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Chairman Krxe. Was it? 

Mr. McMitian. Yes. 

Chairman Kine. You were confronted with almost another un- 
meetmnge event, a dispute of a serious nature arising in that period 

etween the retirement of the old man and the initiating of the new 
man. Then another almost unprecedented, if not an unprecedented 
event happened. In going into the jury room, which it had been your 
custom for years, you had had the feeling at least you were not ‘wel- 
come, and consequently were voted out by a vote of the jury for you 
to leave the room. 

Mr. McMitxian. That is correct. 

Chairman Kine. That is three unprecedented things. I think if 
anyone was justified, if it was another unprecedented thing, in 
going to your senior judge, I think at least you should be forgiven if 
it was wrong. I am not an attorney, but I cannot see that you were 
left much of a remedy other than that you pursued and I frankly feel 
without prejudice at all to Mr. O'Gara, that ae at least should not 
be criticized under the circumstances I have related for taking action 
even more precipitous than that you took, because I believe you had 
every right to be under great apprehension or concern as to what 
could be happening because, as you stated, you were not fully advised 
as to just what was going on. 

That is all J want to say. 

Mr. McMutan. I wish to thank you very sincerely. 

Mr. DeWrnp. Mr. McMillan, as I see the situation that you had on 
May 16, you had a grand jury that wanted to hear Mr. O'Gara, and 
Mr. O'Gara was presenting matters to that jury. 

Now, what irretrievable evil would have resulted if Mr. O’Gara had 
simply been allowed to continue his presentation and the matter 
of disciplining Mr. O’Gara, if that was appropr iate, had been left until 
after the completion of the presentation ‘ 

Mr. McMitzan. After his completion of it? 

Mr. DeWinp. Yes. What was the irretrievable evil, if any, that led 
to the interruption of that presentation that the grand jury evidently 
wanted ¢ 

Mr. McMitxan. Well, the evil was the disloyal conduct as far as the 
office is concerned. That would lead to many irretrievable evils if that 
were allowed to go on. 

Mr. DeWrnp. That could have been dealt with the same day or the 
next day. What I was trying to get at was, What was the « ompuls ion 
to interrupt the proceedings that Mr. O'Gara was engaged inf Was 
there any action that the grand jury might have taken or Mr. O’Gara 
might have taken during that presentation that could not have been 
corrected by internal disciplining or action after the presentation was 
finished ? 

Mr. MceMiizan. I don’t know. I just don’t know. I went as far 
as I could. 

Mr. Byrnes. Can harm ever result, Mr. McMillan, from the giving 
of information to a grand jury concerning wrongdoing or the possible 


commission of crimes? 

Mr. McMitzan. I think not. I think not. 

Mr. Byrnes. Allegations, even if they are not true, or, no matter 
what the allegations are, if they do relate to possible criminal con- 
duct on the part of somebody, if those allegations or information re- 
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lating to them is presented to a grand jury, no matter how it is pre- 
sented, it cannot do any harm as far as the grand jury process is con- 
cerned or the people accused are concerned, can it ¢ 

Mr. McMuian. I think not. 

Mr. Byrnes. That is the thing that seems in my judgment to be the 
only thing. That would discourage interrupting the receipt of 
information by a grand jury, no matter whether it was done with 
authority or without authority. I cannot see where any good is ac- 
complished by preventing information from getting to a grand jury. 

Mr. McMiutzan. Except along the line, I think it was Chairman 
King pointed out, suppose an assistant United States attorney came 
from tse Angeles and he walked into the grand jury room to present 
some grievance, we would have then an unauthorized person present, 
and anything that took place would vitiate any indictment. 

Mr. Byrnes. But here we did not have quite that case. 

Mr. McMitzan. No; that is quite true. 

Mr. Byrnes. The grand jury itself is pretty much supreme, is it 
not, as to what it will receive or what it desires to receive by way of 
information concerning possible crimes, and also is it not pretty much 
supreme as to who it will have before it or permit in the jury room 
at the time of a presentation / 

Mr. McMiuttan. I think that is correct. I think that they can hold 
an executive session just as well as any other body. 

Mr. Byrnes. And the grand jury has the right to subpena, does it 
not, anybody that the grand jury deems advisable? 

Mr. McMitxzan. That is correct. 

Mr. Byrnes. In the case of this subpena that was issued, that is not 
issued in the name of the assistant to the United States attorney who 
happens to be before the grand jury, is it? 

Mr. McMittan. No. 

Mr. Byrnes. It is issued in the name of the grand jury, is it not? 

Mr. McMittan. A regular clerk form of subpena, as any other 
subpena. 

Mr. Byrnes. And it is done on the action of the grand jury itself, 
or the grand jury foreman? 

Mr. McMizan. No; it takes this form. It is the general form of 
subpena to appear before the grand jury and it carries the clerk’s 
signature and seal, I think. 

Mr. Byrnes. The clerk of the grand jury? 

Mr. McMutzan. No, the clerk of the court. In other words, it is 
a subpena of the United States district court to subpena a person to 
appear before the grand jury. 

Mr. Byrnes. But it is the grand jury that has control over who 
it shall subpena or who it will refuse to subpena ? 

Mr. McMiizian. That is correct. 

Mr. Byrnes. So that some of these things that were done in this 
instance, even though they might have been stimulated by an assistant 
United States attorney, were in theory and also in fact the action 
of the grand jury itself ? 

Mr. McMittan. That is right. 

Mr. Byrnes. That is all, Mr. Chairman. 

Mr. DeWinp. Then am I correct in concluding, Mr. McMillan, that 
apart from the violation of authority on Mr. O’Gara’s part, and the 
bearing of that on the discharge of Mr. Tramutolo’s responsibility, you 
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saw nothing that would come out of Mr. O’Gara’s conduct before 
the grand jury on that day that would have any irretrievable effects 
that could not be corrected ¢ 

Mr. McMrizan. That is true, for this reason. I followed up with 
the matter the very following week. That is the answer to that. | 
went right ahead the following week myself. But I had the authority, 
however, to proceed, from Mr. Tramutolo. 

Mr. DeWrnp. You say the following week. That was May 23? 

Mr. McMirxan. Yes. 

Mr. DeWrnp. That you began the presentation of these matters to 
the grand jury? 

Mr. McMri1an. That is correct. 

Mr. DeWrnp. How long did that presentation go on ¢ 

Mr. McMrirtan. Until September 11. The indictments were re 
turned on September 11. 

Mr. DeWrnp. Until September 27, when the suspensions of the 
personnel of the collector's office, including the collector himself, oc 
curred, how was the grand jury’s investigation conducted? Was it 
conducted with the assistance of the Intelligence Unit, or not? 

Mr. McMitian. Yes. Now, toward the end—I don’t know wheth- 
er this has been brought to your attention—I think toward the end 
of September Assistant Commissioner Winkle came out here, and 
then Mr. Masarik and Mr. Stikeleather, to undertake to clean up 
matters here, and then a corps of agents came in. 

Mr. DeWinp. Might I interrupt you, Mr. MeMillan. I am sorry. 
Up to the time this happened on September 27, which was followed 
by Assistant Commissioner Winkle, and so forth, the investigation 
had resulted in no indictments, is that correct ? 

Mr. McMitxan. That is correct. 

Mr. DeWinp. Was there anything about the investigation up to 
that time, or the sort of assistance that was being given by the Intelli- 
gence Unit, or any other things, that had an adverse effect upon the 
investigation / 

Mr. McMizan. I think not. 

Mr. DeWinp. The period up to September 27 you feel was 
just a necessary period of investigation, and the fact that it produced 
no evidence on which an indictment could be based did not reflect on 
the quality of the investigation ? 

Mr. McMirzan. No: I think no. So I brought Mr. Winkle before 
the grand jury, and I brought Mr. Masarik and Mr. Stikeleather, and 
they told the grand jury all about what they proposed to do, and in 
came this corps of investigators. They had several auditors, and they 
had several men from the Intelligence Units throughout the country. 
I don’t know, I think they had probably about 15 altogether, in- 
cluding the auditor. And after they had worked for a while, I 
boldly—they said they would give us full cooperation in this investi- 
gation—I boldly got in touch with Mr. Dunlap, the Commissioner 
back in Washington, and also with Mr. Winkle, and talked with them 
and I made this arrangement. This is to the attention of myself. 


Reference telephone conversation I had yesterday with Mr. MeMillan your 
office. I have advised Attorney General I will be pleased to submit to the De- 
partment of Justice for presentation to grand jury through your office copies of 
report to be submitted shortly after November 1, which will recount all prog- 
ress made up to that date in an investigation of San Francisco collector's office 
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and suspended officials and employees. Attorney General also was advised that 
I will arrange to have copies of subsequent progress reports likewise forwarded. 
Have requested Attorney General convey to grand jury through your office my 
personal assurance of full and wholehearted cooperation of Revenue Service in 
conduct of grand jury inquiry John B. Dunlap, Commissioner of Internal 
Revenue 

Now, at that time I think we took a sort of a recess for a couple of 
weeks, in order to allow these investigators to catch up and get ma- 
terial for the grand jury. 

And as November 1 approached I received no material at all from 
the Attorney General’s Office, and I got the communication and 
found that those reports hadn’t gone in there yet. 

Then I made another arrangement, a better one. I arranged then 
through the Commissioner and others that, instead of these reports 
going through the Attorney General’s Office, that they would come 
direct to us here, and we got everything then, also with this result, 
they would make the reports back there, say, once a week. When these 
investigators would come before the grand jury—lI had them every 
week—we would be, as it were, 4 or 5 days ahead of the Commissioner 
on some of these matters. 

So after I made that arrangement I was able then at every meeting 
to bring in special agents and give reports up to date, and I would 
bring in Mr. Masarik and Mr. Stikeleather to give a report on the 
audit situation. 

Mr. DeWrnp. Mr. McMillan, did all the evidence upon which the 
subsequent indictments were based come before the grand jury after 
the initiation of the Frank investigation here ? 

Mr. McMinien. Oh, no; by no means. 

We must have had between 80 and 90 witnesses. 

Mr. DeWinp. I just wondered whether the situation on September 
27 was such that out of these 80 or 90 witnesses sufficient evidence had 
been presented yet on which to base an indictment. That is, up to 
September 27 no indictments had been presented, and I assumed 
that that was because no sufficient evidence had yet been presented on 
which to base an indictment. 

Mr. McMiiian. No; not necessarily. 

Mr. DeWinp. Not necessarily? 

Mr. McMitzian. No. Conspiracy cases kept expanding. You may 
have suflicient testimony on one phase, and you may not have enough 
on the next. They keep expanding. 

Mr. DeWrnp. I can see how that might be. I just wondered what 
the fact was. 

Did the crucial evidence on which the indictments were based arrive 
ifter September 27, when the out-of-city investigation was started, 
or did it arrive before ? 

Mr. McMiixan. No: I will not say that. 

Mr. DeWinp. I mean, what is the fact? I ask that because it could 
be a matter of some interest to this committee as to whether the Frank 
investigation, involving agents from outside of San Francisco, was 
essential to the obtaining of these indictments, or whether the local 
investigation up to September 27, that vou had had the benefit of, had 
produced evidence on which the indictments were based. 

Mr. McMiizan. May I be excused from answering that question, 
because it would reveal, as it were, and make a disclosure of some 
secret proceedings of the grand jury. 








2364 INTERNAL REVENUE INVESTIGATION 


Mr. DeWinp. I do not wish you to do so. 

Mr. McMuan. I could tell you exactly the situation, but in order 
to do so I would have to make some disclosures there. 

Mr. DeWinp. Can you just state your conclusion as to the question, 
without giving the facts on which it is based ? 

Mr. McMutztan. The conclusion because of what? Because of 
these investigators? 

Mr. DeWrnp. I just wondered whether it was the investigation 
that began when Mr. Frank—— 

Mr. McMuxan. I can’t say that those investigators and auditors— 
the auditors did just as much good as—— 

Mr. DeWrnp. I don’t wish to delimit the thing. 

What I mean is that a group of special agents and auditors from 
outside of San Francisco took control of the investigation here shortly 
after September 27, and it was after that time that all the indictments 
were brought, and I wondered whether there was any significance in 
the change of the type of investigation which was conducted. 

Mr. McMutzan. None whatever. I think that 

Well, I don’t want to go into that, either. I mean, I know what 
evidence we had up to the time that they came, and what they 
developed. 

Mr. DeWinp. You feel that the investigative support that Mr. 
Davies gave you prior to September 27 was just as helpful and just 
as expert as the investigative support you received from Mr. Frank 
afterward, do you, or do you have any opinion on that? 

Mr. McMuzan. That would be a matter of opinion, conjecture. 

Mr. DeWinv. Without revealing any secrecy, can I ask you this: 
Prior to September 27 were Mr. Davies’ office and the agents under 
Mr. Davies engaged in investigating the allegations in the so-called 
bill of particulars? 

Mr. McMitian. Well, I would have certain agents go ahead and 
make investigations. Finally I arranged with the grand jury that 
I would do that, and I would select what I thought were some of the 
ablest agents that they had and put them to work on several very 
important matters. 

Now, on these matters that I have in mind, that work was just as 
important as any work that was ever done after this special investiga- 
tion started. Some things, I think, were more important. 

Mr. DeWrnp. Mr. Davies’ office, then, undertook whatever investi- 
gations you requested ¢ 

Mr. McMrutian. That is correct. 

Mr. DeW Np. And in general was ready to undertake such investi- 
gations as the grand jury thought you might request ¢ 

Mr. McMi.zan. That is correct. 

Mr. DeW np. I have no more questions, Mr. Chairman. 

Mr. Curris. Mr. MeMillan, did you handle the Furtado case? 

Mr. McMiiian. No; I didn’t handle the Furtado case. There 
was testimony of one witness in connection with that before the Tay- 
lor grand jury, but—no, I think there were two witnesses. 

He attempted to commit suicide, and when he was about to be dis- 
charged from the hospital, I think up at Santa Rosa, word came down 
that he was going to be discharged at 5 o’clock, as I came out of the 
grand-jury room at half past 4. 
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And then they wanted to take him into custody, for fear that there 
might be another attempt to commit suicide. 

An agent spoke to me about it, and said the man would be out in 
half an hour. And I said, “Well, the thing to do is to get a complaint 
immediately down to the Commissioner’s Office.” 

And apparently their investigation hadn’t developed anything up 
to that time beyond some embezzlements. 

And I suggested to him, “Well, you have got two or three checks 
there. They are small checks. It doesn’t make any difference about 
size. You can go down to the Commissioner and get out your com- 
plaint, and get word to the marshal at once and have him taken into 
custody. Now, Mr. Karesh in the office Sealed all matters before the 
United States Commissioner. Go right in there and see him and he 
will take care of it immediately.” 

And this gentleman went in—I think his name was Carstens, I am 
not sure—and saw Mr. Karesh. 

Mr. Karesh took care of the matter immediately, and got out the 
complaint, I think on some check. And it was done timely; by 5 
o'clock the marshal had the man in custody, when he came out. 

Mr. Curtis. Did you have charge yourself of the investigation be- 
fore the grand jury when the indictment was finally returned ¢ 

Mr. McMruuan. In the Furtado matter? , 

Mr. Curtis. Yes. 

Mr. McMittan. No; that case was taken over by Mr. Karesh, and 
had been handled by Mr. Karesh and Mr. Goldstein, special assistant 
attorney general. They took it over to the other grand jury, the Rusk 
grand jury, I think. 

Mr. Curtis. And they also handled it when he appeared before the 
court and entered his plea ? 

Mr. McMitian. Yes. 

Mr. Curtis. You do not know how many witnesses were called 
before the grand jury in reference to his indictment ? 

Mr. McMitian. No; 1 donot. I never was in there on that matter. 

Mr. Curtis. Did you handle the case against George T. Davis? 

Mr. McMiutzan. No, I did not. 

Mr. Curtis. Who handled that? 

Mr. McMiuxan. In our office there is a gentleman by the name of 
Edgar T. Bonsall—B-o-n-s-a-l-l—and he handles all immigration 
and naturalization cases, and has for many years—very capable man. 

The George T. Davis case—He is a very well known lawyer here, 
and somewhat of a politican 

Mr. Curris. What I am getting at—if you did not handle it I 
would not go into detail. 

Mr. McMitxian. About the only thing I had to do with that case 
is this. I had something to do with the case, yes. 

Mr. Curtis. Go ahead. 

Mr. McMitxan. Now, the nature of the case, he was charged under 
the Immigration and Naturalization Act 

Mr. Curtis. I might say that we have had gentlemen from the 
Immigration and Naturalization Service tell us about the case. 

Mr. McMitxan. Here is what interest I had in the case. 

Mr. Bonsall was to try that case, and it was a hard case, was going 
to be a hard fought case. And I knew very little about the case, 
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except that there was an element of knowledge involved, and a lot 
of “na savvy” Chinamen that you would have to deal with. 

And I asked Mr. Bonsall if he wouldn’t need some help, and he said, 
Oh, my, he certainly would like to have some help on the case, it was 
a pretty heavy burden for him to carry on. 

I met Mr. O’Gara and asked him if he would like to go into that 
case. He said he wanted to think it over for a day or two, because 
he had known Davis in some capacity. 

He wanted to think it over for a day or two. And I told him I 
had taken it up with Mr. Hennessy, and that Mr. Bonsall certainly 
needed some help. Somebody had to help him, that was all there was 
to it. 

So in a day or two he announced that he had told Mr. Hennessy 
that he would assist on the case, and Mr. Bonsall was delighted with 
his coming in. 

And he and Mr. Bonsall worked furiously day and night on that 
case, no question about that. So did Mr. Bonsall. But I never was 
in the courtroom. 

Mr. Curtis. Were you present any time when the matter of an in- 
terpreter in that case was discussed with Mr. Hennessy ? 

Mr. McMirtan. I never was. 

Mr. Curtis. Were you present at any discussions about an inter- 
preter in the absence e of Mr. Hennessy ¢ 

Mr. McMuttan. I never was. 

Mr. Curris. Mr. McMillan, I believe you said that you had two 
copies of this so-called bill of particulars ¢ 

Mr. McMinian. Yes. 

Mr. Curtis. Would you produce one for the committee, please ? 

Mr. McMuzan. I think I have them here. 

I have another copy and it is identical with this copy. I have en- 
dorsed on here, “Delivered to me today by Grand Juror Hirschman, 
May 23, 1951.” 

Now, this copy, you will notice, has in lead pencil names written 
all over the side in the margin. 

Mr. Curtis. Now, with the exception of the names on the side, is 
there any reason why that should not go in our record ? 

Mr. McMuian. No, I know of no reason why it shouldn’t go into 
the record. 

Mr. Curris. I mean, so far as the action of the grand jury is con- 
cerned, and so far as the pendency of any case. 

Mr. McMiunzian. The only thing about that, Mr. Congressman, is 
this: I did actually get that material in the grand-jury room. 

Mr. Curtis. Mr. Chairman, then I would modify my request, and 
suggest that the copy be turned over to the committee and not incor- 
porated in the hearing. 

Mr. McMinzan. Yes. 

Mr. DeWinp. Mr. Chairman, if this is going to be delivered to the 
committee now, may it be noted on the record here that this is the 
copy of the bill of particulars, as I understand it, that was presented 
to Mr. MeMillan in the grand-jury room by Mr. Hirschman on May 
23, 1951. 

Chairman Kine. Mr. Hirschman was a member of the grand jury 
at that time ? 

Mr. McMitxan. Yes. 
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You understand, gentlemen, that I have two copies, and they were 
both delivered to me in grand-jury room. 

Mr. DeWrnp. But this particular copy—and I say this because of 
the penciled notes on it—was Mr. Hirschman’s copy, and had those 
notes on it when he handed it to you ¢ 

Mr. McMitzan. That is correct. 

Now, I am delivering this to the committee, but when do I get it 
back ¢ 

Mr. DeWrnp. Mr. Chairman, as soon as a copy of this document, 
together with the notes, has been made for our record, I should be 
glad to see that the original is returned to Mr. McMillan. 

Mr. McMitian. Thank you very much. 

Chairman Kine. With that understanding, that is the order. 

(The referred-to document is on file with the committee. ) 

Mr. Curtis. But not in the public record ¢ 

Mr. DeWrnp. Not in the ollie record. 

Mr. McMittan. I ask that it not be made public, because of the 
reason that I just gave. It used to be said that I had received copies 
through the mail, and people had delivered me copies. But those 
were the only two copies that ever came into my possession, and they 
came into my possession, as I have told you, in the grand jury room. 

Mr. DeWtnp. The second copy was delivered to you by Mr. Taylor 
himself on the date of May 23? 

Mr. McMirxian. That is correct, and this was given to me about 
10 minutes afterward. 

Mr. Curtis. With the exception of the penciled notes on there, the 
copies are identical, are they ¢ 

Mr. McMitzan. Exactly. The other one hasn’t any notes on it at 
all, but you will be more interested in seeing the one with the notes. 

Mr. DeWtnp. Mr. McMillan, I see that there is a piece of green 
paper stapled to this copy which says: 

May 23d, 1951. Delivered to me today by Grand Juror Hirschman. (Signed) 
MeMillan 


Is that in your handwriting ? 

Mr. McMiiz.an. That is correct. 

Mr. DeWrnv. Thank you. 

Mr. Byrnes. That was made at that time? 

Mr. Me Mus in. At that very time, ves. Well, | don’t Want to say 
that I made it right then and there. 1 made it sometime during the 
day. 

Mr. DeWinp. Mr. McMillan, you have testified here that prior to 
May 16, 1951, you had presented to the grand jury the so-called Schino 
case, and the Jenkins case: is that correct ¢ 

Mr. McMiizan. That is correct. 

Mr. DeWinpv. Had you presented any other matters to the grand 
jury during the year 1951 involving in any way employees of the Bu- 
reau of Interna] Revenue / 

Mr. McMunzan. I think not. no income tax cases. 

Well, the Jenkins case, that was a case that Mr. Burkett testified 
about. I think that case did have a complaint against some em- 
ployees, but——— 

Mr. DeWinp. I say, those two cases directly or indirectly involved 
employees of the Internal Revenue Bureau, Mr. MeMillan ? 


Mr. McMi.an. Yes. 
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Mr. DeWrnp. I wondered if there had been any other cases during 
that year, 1951, that you had presented involving employees of the In- 
ternal Revenue Bureau. 

Mr. McMutan. No; at this time, I don’t recall. 

I can run them down for you if you want me to, tomorrow. 

Mr. DeWinv. How long had the Schino-case evidence been pre- 
sented to the United States attorney’s office before it was presented 
to a grand jury? 

Mr. McMixtan. A very short time, according to my recollection. 

Mr. DeWinp. Could you estimate the amount of time that the case 
was before the United States attorney before it was presented ? 

Mr. McMiutan. I would have to refer to my file. 

I don’t believe it was long. I haven’t got a memorandum here. It 
is in my other book. 

Mr. DeWrnp. Can you be fairly certain that there was no con- 
siderable delay in the presentation ¢ 

Mr. McMiian. Yes; I can be. 

Mr. DeWinv. During the year 1950 had you had occasion to present 
any cases involving ialednal Revenue personnel to any grand jury? 

Mr. McMutan. I can think of nothing at this time, Mr. DeWind. 

Mr. DeWrnp. Were any matters presented to the United States 
attorney involving Internal Reveue personnel during 1950, that you 
can recall? 

Mr. McMiixan. I don’t know. I can run all those things down for 

ou. 
4 Mr. DeWrnp. Did you personally handle during the years 1950 and 
1951 any cases involving Internal Revenue personnel ? 

Mr. McMu1an. I think not. I don’t recall. 

Mr. DeWrnp. If there were any in the office, such as the Schino 
case, did you handle them ? 

Mr. McMuzan. I don’t recall any, though, Mr. DeWind. 

Mr. DeWrnp. Do you recall any cases that were handled by any- 
body else in the office ? 

Mr. McMrixan. No; I do not. 

Mr. DeWrnp. If any cases had come before the United States at- 
torney they would have been referred to you in the ordinary course? 

Mr. McMiitayn. I think so. 

Now, they could have been referred probably to Mr. Collett, who 
handles all the civil cases. 

Mr. DeWinv. Would they have been referred to him if they had 
involved possible criminal conduct on the part of Internal Revenue 
personnel ? 

Mr. McMrixan. No; they would not. 

Mr. DeWrnp. All such cases would have been referred to you? 

Mr. McMiiian. They would have come to me. 

; Of course, you know there are cases up at Sacramento besides those 
rere. 

Mr. DeWinp. Yes; I am referring to cases here. 

Mr. McMiian. Yes. 

Mr. DeWinv. Mr. O’Gara has testified here that he had lost confi- 
dence in the office of the United States attorney and believed that if 
this matter were presented to the United States attorney, that is, the 
matters in the bill of particulars, or to any of his superiors in the office, 
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that the investigation called for might have been torpedoed or bogged 
down. 

Mr. McMiuzan. Oh, no. I can’t see any reason on earth for such a 
conclusion. I never knew a better man, a more honest man, than 
Frank J. Hennessy or Chauncey Tramutolo. Goodness, he would not 
even have had a chance to torpedo anything. He had not been there 
long enough. Heisa high class, honest man. It is just unthinkable to 
me. 

Mr. DeWinp. Had there ever been any delay in your office that you 
recall in the presentation of charges against Internal Revenue person- 
nel toa grand jury ? 

Mr. McMiutzan. Not that I can recall. Personnel of the collector’s 
office ¢ 

Mr. DeWinp. Yes. Let us confine that question to the period from 
the time Mr. O’Gara was appointed as assistant United States attorney. 

Mr. McMuzayn. I know of none. 

Mr. DeWinp. And you would have handled such cases? 

Mr. McMuzan. I think so. I think Mr. O’Gara had been in the 
office 2 years on December 9 last year. I think I heard him say that on 
December 9, 1951, he had been there just 2 years. 

Mr. DeWinp. Did you know Collector of Internal Revenue Smyth? 

Mr. McMiutxan. Yes, I knew him. Met him for the first time on 
November 21 and 22, when Senator Kefauver’s committee was here, in 
the conference room next to Mr. Hennessy’s private room. Mr. Hen- 
nessy was United States attorney then. There were several witnesses 
in there waiting to be called be for e the committee, and very often when 
I would go into Mr. Hennessy’s room I would just take the shortcut 
instead of going around through the entrance room, and the door 
was partly open, and I walked through there. In that room was Col- 
lector Smyth and Mr. Davies and Mr. Schino and, I think, a man 
named Donald Rogers, and Ralph Read. Mr. Campbell could have 
been there, Iam not sure. I knew Mr. Rogers, just slightly, as I had a 
case or two with him. I didn’t know Mr. Schino. That is the first 
time I saw Mr. Schino, it was for the first time in my life, and I had 
met Mr. Davies about a month or so before that. He had only been 
head of the Intelligence Unit since about July of 1951, I think. 

At any rate, someone said to me, “You know Collector Smyth, don’t 
vou?” And I said, “Oh, yes.” He said, “Oh, I know Bob very well.” 
But the fact of the matter is that that is the first time I ever met him in 
my life. I had seen him around and one time I saw him down at the 
Jackson Day dinner, but I never actually had met him before. I knew 
Mr. Read. They were all there just waiting to be called before the 
committee. 

Now, I have an on occasion or maybe on many occasions talked to 
him on the telephone, you know, but not more than once or twice. 

Mr. DeWinp. You have said you had no part in the George T. Davis 
case, is that right? 

Mr. McMitxan. To the extent I just said. I got Mr. Bonsall’s help. 
I recommended Mr. O’Gara come in and Mr. O’Gara did go in and 
he certainly worked day and night on the case. 

Mr. DeWrnp. That is the case on which testimony has been received 
here which would indicate that there was some considerable delay 
in getting action on that case in the office of the United States at- 
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torney. You say you personally had nothing to do with the prepara- 
tion of that case ¢ 

Mr. McMitzan. No. There was delay. I think the delay was in 
this connection. Mr. Bonsall—that matter came before the Boden 
grand jury; I think the indictment was returned by the Boden grand 
jury—wanted to get a further investigation and he did get a further 
investigation. I remember one time I asked him whatever became of 
the Davis case, and he said, “Well, the reports had not come in yet.” 
There was considerable time. I think the delay was due to the investi- 
gation that they were making, that is the only delay I know of. 

Mr. DeWrnp. You are really not familiar enough with the case to 
say whether there had been any unwarranted delay or not, are you? 

Mr. McMuian. I am not. 

Mr. DeWrnp. Did you have any part in what has been referred to 
here as the Zamloch case aftermath, or the Louise Haller matter 

Mr. McMuntan. That was presented before the Seward grand jury 
by Mr. Karesh and Mr. O’Gara. Yes, I was in and out. I never had a 
thing to do with the Zamloch case. 

Mr. DeWrnp. No. I am saying the aftermath of Louise Haller’s 
obstruction of justice investigation. 

Mr. McMinuan. Yes, 1 was in and out of the grand jury while 
those matters were being presented quite often. 

Mr. DeWinp. What relationship, if any, did you have to the ques- 
tion of getting an FBI investigation in accordance with the request 
of the Seward grand jury? 

Mr. MeMitian. I never had a thing to do with it. After this 
matter was continued over, the files went into the hands of Mr. Hen- 
nessy and I have never had a thing to do with it afterwards. The 
matter of getting the FBI investigation, I think, was handled en- 
tirely by Mr. Hennessy and Mr. O'Gara. Maybe Mr. Karesh took 
some part in it, I don’t know, but I had no part in it. 

Mr. DeWtnp. Was it brought to your attention while the matter 
was pending before the Seward grand jury that there was a delay in 
getting the FBI investigation started ? 

Mr. MeMitnan. I just don’t recall. I have a kind of a dim recol- 
lection that one day out in the hallway Mr. Karesh was talking to 
two attorneys from Washington, Mr. De Wolf and another attorney. 

Mr. DeWrxv. Mr. Knapp. 

Mr. McMittan. That is right, James Knapp. They were here 
on the Tokyo Rose case on appeal. I heard some discussion about 
efforts being made to have the at called in. 

Mr. DeWinp. Did Mr. O'Gara or the Seward grand jury ever dis- 
cuss with you the delay they were encountering and ask you to do 
anything about it 4 

Mr. McMutnan. I recall of no one taking up the matter of a delay 
with reference to getting the FBI agents in here. I think you will 
find that was handled entirely by Mr. Hennessy and Mr. O'Gara, and 
Mr. Seward. Mr. Seward was very active in the matter. 

Mr. DeWinp. Did you have a part in the handling before the 
Seward grand jury of the so-called MacInnis case / 

Mr. McMinax. You mean the tax case ¢ 

Mr. DeWrnp. Yes. 

Mr. McMitian. That is the case in which I was subpenaed. 
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Mr. DeWinp. Was that your only connection with the matter? Had 
you been responsible for any part of the preparation of that matter 
to the grand jury or had you ever discussed the matter with the 


Seward grand jury ¢ 

Mr. McMiixan. I had been in the gand jury, in and out, most of 
the time during that obstruction of justice case, and I was in there 
one time when Mr. MacInnis testified, and I was in there, I think, on 
all occasions. But nobody ever took up any tax matter with me until 
that day I was subpenaed. 

Mr. DeWrnv. Prior to the day that you were subpenaed, that 1s, 
prior to May 11, had the Seward grand jury ever brought it to your 
attention that they were disturbed about the failure of the Rusk 
grand jury, was it, to indict Mr. MacInnis? 

Mr. McMtnzan. I don’t recall anyone on the grand jury. I recall 
Mr. O’Gara stating to me at one time that they were very much con 
cerned about that case in that MacInnis had not been indicted: and 
that is the oceasion when I told him to take it up with Mr. Campbell. 
That is the only recollection I have. 

Mr. DeWinp. Had you had any part in the presentation of that 
case to the Rusk grand jury that did not indict Mr. MacInnis‘ 

Mr. McMitran. Yes, yes. As I said, there was 1 day, a whole 
day, that I carried on. 

Mr. DeWinv. That was just to get the corrective indictment, is 
that right? 

Mr. McMitian. No. That was the original indictment. I was in 
there with Mr. Campbell most of the time, but he conducted the in- 
quiry. But there was 1 day he was taken ill and I got word at 15 
minutes of 10 that he was ill. so that whole day I carried on. I think 
I examined a banker from Riverside and also a real-estate man, and 
I examined a fellow named Lipset. 

Mr. DeWinp, Let me ask this: Was it at your recommendation 
that Mr. MacInnis was not indicted, or rather, included in that in- 
dictment ; or, was that Mr. Campbell’s decision / 

Mr. McMinttan. The matter was simply submitted on the matter of 
whether the evidence was sullicient. Maybe I am going into secret 
proceedings here. 

Mr. DeWinp. I just wish to know whether it was up to Mr. Camp- 
bell to decide on whether or not Mr. MacInnis should be recommended 
to be joined in that indictment or not, or was it up to you ¢ 

Mr. MceMinzan. I should say while it was Mr. Campbell’s case 
you mentioned a recommendation ¢ 

Mr. DeWtnp. In the presentation of that case, I gather that an 
indictment was prepared and presented to the Rusk grand jury which 
did not include Mr. MacInnis. 

Mr. McMin.an. That ts correct. 

Mr. DeWinp. That was Mr. Campbell’s indictment, was it, or did 
you prepare that / 

Mr. McMinitan. No. Mr. Campbell came down about 6 o’clock in 
the morning over to his oflice and on his typewriter over there drafted 
the indictment, and when he came in the morning, we went down to 
the stenographer’s room and there it was copied out, word for word, 
is he had it, and then afterward, as T have already told you, on account 
IT canght a legal mistake in there. I went ahead and got a corrective 


nidictment 
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Mr. DeWinp. That did not affect the parties involved. 

Mr. McMixan. It did not; no. 

Mr. DeWrnp. Did Mr. O'Gara ever express to you any disagree- 
ment or concern or criticism of any kind concerning the omission of 
Mr. MacInnis? 

Mr. McMiutxan. In that form. That is the only thing I recall. 
He was walking down the hall. He said that the Seward grand jury 
was very much concerned over the fact that Mr. MacInnis had not 
been included in the indictment. Then it was that I told him to take 
it up with Mr. Campbell. That is the only recollection that I have 
about it. 

Mr. DeWinp. Did you do that because it had been Mr. Campbell’s 
decision and not yours? 

Mr. McMitian. No, no,no. There was a further investigation go- 
ing on that was extremely important on account of matters that Mr. 
MacInnis had testified to that we regard very important. 

Mr. DeWrnp. Did that have a bearing on the omission of Mr. 
MacInnis from the indictment ? 

Mr. McMiixian. Absolutely. 

Mr. DeWinpb. So that matter had been considered by you and Mr. 
Campbell ? 

Mr. McMiitan. Very much so. There was an investigation going 
on and as a result of that investigation we proposed to take certain 
action. 

Mr. DeWinp. Did the Seward grand jury ever express any criticism 
of you in connection with the MacInnis matter? 

Mr. McMutan. Not that I recall. 

Mr. Byrnes. Was the matter ever explained to either Mr. O'Gara 
or Mr. Seward as to the reason why you thought it best to withhold 
the MacInnis part of the possible conspiracy until after there was 
an investigation ? 

Mr. McMitzan. I pointed it out at one time 
I was subpenaed—to the grand jury at that time. 

Mr. Byrnes. May 11? 

Mr. McMriixian. Yes. 

Mr. Byrnes. But there was not any explanation before that? 

Mr. McMutzan. Not that I recall. I don’t recall any before. 

Mr. Byrnes. And the time that Mr. O'Gara told you that the 
Seward grand jury seemed to be concerned about the omission of Mr. 
MacInnis was considerably prior to May 11? 

Mr. McMuttan. Oh; yes. I should say I don’t know. A month 
or more; yes, it must have been at least a month or more. 

Mr. DeWrnp. At that time the only action you took to allay the 
disturbance of the Seward grand jury was to suggest to Mr. O'Gara 
that he get the explanation from Mr. Campbell ? 

Mr. McMittan. To go to see Mr. Campbell because Mr. Campbell 
had certain definite plans with reference to that case. 

Mr. DeWrnp. You don’t know whether an explanation was ever 
obtained from Mr. Campbell, or if it was, whether it was ever presented 
to the Seward grand jury ¢ 

Mr. McMttian. I have no doubt in my mind that Mr. O’Gara 
talked to Mr. Campbell and Mr. O’Gara very likely then conveyed 
whatever Mr. Campbell told him to the grand jury. 
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Mr. DeWinp. You see, Mr. McMillan, what I was tring to get at 
here was the background of the testimony that Mr. O'Gara gave that 
he had lost confidence in the United States attorney’s office and felt 
it was at least possible or probable that the so-called bill of par- 
ticulars would never be investigated if he reported to any superior, 
including the United States attorney. 

Mr. McMintan. Yes. 

Mr. DeWinv. And I was trying to find if there ever had been delay 
in these matters for which you had any part or responsibility that 
might have caused Mr. O’Gara to suspect that you would have been 
slow to prosecute the case. 

Mr. McMitian. I know of no reason on earth. I have been in the 
United States attorney’s office more than 20 years, and I have served 
under many United States attorneys, both Republicans and Demo- 
crats, and | am not aware of any United States attorney or any as- 
sistant in all my years trying to torpedo a case. I don’t know of one 
case where any United States attorney undertook to torpedo a case, 
or any assistant. Iam sure I never have and I am sure that no United 
States attorney I ever served under has done so. 

Mr. DeWinp. That is all, Mr. Chairman. 

Chairman Kine. You may be excused, Mr. McMillan. 

Mr. McMitxan. I thank you gentleman very much for your cour- 
tesy to me. 

Chairman Kring. We appreciate your cooperation, Mr. McMillan. 

Mr. McMitaan. Thank you very much. I want to say this. You 
said something about getting all the cases together. If you want 
me to get all those cases together in the office, I can do it for you, 

Mr. DeW inp. Which cases were these ¢ 

Mr. MceMitxian. All income-tax cases. 

Mr. DeWinp. Not income-tax cases. I wondered if in 1950 and 
1951 there had been any case with respect to Bureau of Internal Reve- 
nue personnel on which there had been any delay. 

Mr. McMittan. I think my answers on that are fairly correct. 

Chairman King. The committee will adjourn until 10 a. m. tomor- 
row for the purpose of executive sessions, but at that time it will be 


announced what, if any, public sessions will be held tomorrow. 


Whereupon, at 5:35 p. m., the committee was recessed, to reconvene 


at 10 a.m., Friday, February 15, 1952.) 
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FRIDAY, FEBRUARY 15, 1952 


Hovuse or REPRESENTATIVES, 
SUBCOMMITTEE ON ADMINISTRATION OF THE INTERNAL 
ReveNve Laws or THE ComMirree ON Ways AND MEANS, 
San Francisco, Calif. 

The subcommittee met, pursuant to recess, at 1:30 p. m., in room 
976, Main Post Office Building, San Francisco, Calif., Hon. Cecil R. 
King, chairman of the subcommittee, presiding. 

Present: Representatives King, Kean, Curtis, and Byrnes. 

Present also: Bruno Schachner, special counsel ; John E. Tobin, 
assistant counsel; and William A. Silk. 

Mr. Curtis (presiding). The committee will come to order. 

Mr. Tramutolo, will you stand and be sworn. 

Do you solemnly swear to tell the truth, the whole truth, and nothing 
but the truth, so help you God ¢ 

Mr. Tramvuvow. I do. 


TESTIMONY OF CHAUNCEY TRAMUTOLO, UNITED STATES AT- 
TORNEY FOR THE NORTHERN DISTRICT OF CALIFORNIA 


Mr. Scuacuner. Mr. Tramutolo, could you please give to the re- 
porter your full name and address ¢ 

Mr. Tramuro.to. Chauncey Tramutolo, 1275 Greenwich, San Fran- 
cisco. 

Mr. Scuacuner. You are, sir, are you not, the United States attorney 
for the northern district of California ¢ 

Mr. Tramuroo. I am. 

Mr. Scuacuner. How long have you been United States attorney 
for the northern district of California ¢ 

Mr. Tramvuvro.o. I took the oath of office on May 14, 1951. 

Mr. Scuacuner. When did word that you had been appointed to 

his position reach you ¢ 

Mr. TRAMUTOLD. My recollection is that about 30 di ays prev ious to 
my taking of the oath of office. It might have been a little longer, but I 
would judge about 30 days. 

Mr. Scuacuner. That is, for approximately 30 days prior to May 
14, 1951, you, and I take it the general public here, knew that you were 
to be the new United States attorney; is that not right ? 

Mr. Tramvror. I think it would be considerably longer than that. 
The first report that I received officially is the fact that the California 
delegation had met in Washington and had agreed that I was to 
succeed Mr. Hennessy when he reached retirement age. That was 
published, I think, some time in the latter part of 1950. 
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Mr. Scuacuner. Mr. Tramutolo, in legal fiction, I believe that the 
President of the United States appoints United States attorneys. 

Mr. Tramvroto. That is correct, provided, of course, there is a 
confirmation following that. 

Mr. Byrnes. When were you confirmed by the United States Senate / 

Mr. Tramvurow. I ean specifically say it was the day that General 
MacArthur arrived in Washington. Whatever day that was, I remem. 
ber that occasion. It was the date of his arrival in Washington. 

Mr. Byrnes. April of 1951. 

Mr. Tramvurorw. Yes, sir; whatever date that was, Congressman 
Byrnes. 

Mr. Byrnes. Some time in April. 

Mr. Tramutoro. It could have been earlier than April; it could 
have been March. 

Mr. Byrnes. So from that time, at least, it was a matter of adminis- 
tering the oath and taking office ¢ 

Mr. Tramvto.o. That is right. 

Mr. Scuacuner. In the meanwhile a gentleman by the name of 
Hennessy held the office of United States attorney / 

Mr. Tramvuvroro. That is correct. My predecessor was Frank 
Hennessy. 

Mr. Scuacuner. Did there come a time, sir, when a man by the 
name of Doolan came to see you? 

Mr. Tramvuroro. He did. 

Mr. ScuHacuner. And can you tell us approximately at what time 
that was / 

Mr. Tramvuroio. I would judge it was about 2 weeks before I took 
the oath of office. It was some time in the latter part of April. 

Mr. Scnacnner. Had you known Mr. Doolan before / 

Mr. Tramutcio. Yes. 

Mr. Scuacuner. How long had you known him / 

Mr. Tramuroro. Fifteen or more years, I would say. 

Mr. Scuacuner. And had you been friendly with him / 

Mr. Tramvuroto. I knew him, not social acquaintance. I knew he 
was in the collector of internal revenue office. I had seen him off and 
on. 

Mr. Scuacuner. Did he call you up to make an appointment ? 

Mr. Tramvurowo. He did. 

Mr. Scuacuner. Did he mention over the telephone what, if any, 
business he had with you ¢ 

Mr. Tramvuroro. My recollection of the conversation was that he 
had something very important he wanted to talk to me about or deliver 
tome. I said, “Tom, you will have to take but very little time. I am 
trying to clean up everything in the way of both criminal and civil 
cases, State and Federal, so I can take my oath of office. So you will 
have to make it fast; if you come down, I will see you.” And he 
came down. 

Mr. Scnacuner. Did he indicate that there was urgency about the 
matter ? 

Mr. Tramuromw. No; hesaid he had something important. 

Mr. Scuacuner. When did he come to see you ? 

Mr. Tramvuroto. He came to my private office at 155 Montgomery 
Street. 
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Mr. Scuacuner. Do you remember the time of day he came ’ 

(No response. ) 

Mr. Scnacuner. Perhaps if you have difficulty recalling—— 

Mr. Tramvuto.o. I wouldn’t recall if it was forenoon or afternoon. 

Mr. Scuacuner. Perhaps you can tell us approximately how long 
he stayed. 

Mr. Tramvuto1o. T would say not over 10 or 15 minutes. I could not 
give him any more time. I had a lot of work for the previous 60 days 
before I took my oath of office. I had plenty to do to get rid of all 
types of work I was handling. Therefore, I could not afford to talk 
+ hie about any matter at any great length. 

Mr. ScuHacuner. What wasthe gist of what he told you ¢ 

Mr. Tramvuroto. He brought down testimony that had been given 
hy a couple of witnesses before the Senator Kefauver committee. 

Mr. Scuacuner. Yes. Did he say anything? 

Mr. Tramvutow. His usual—I never met Tom but that he didn’t 
gripe about somebody at the collector’s office where he worked. That 
was his general theme any time I would meet him, whether I was on 
the street or he came down to see me. He told me about general 
conditions. I never got anything specific from the fellow. I said, 
“Tom, if there are violations there as soon as I get in office, you can 
be sure you will get an opportunity to testify before the grand jury. 
[ will turn you over to whoever handles the grand jury, and you can 
tell your story.” 

Mr. Scuacuner. Is that all the conversation as well as you remem- 
ber it ? 

Mr. Tramvurowo. As I recall it; yes. 

Mr. Scuacruner. Did he indicate, for instance, that there were 
violations of law in his opinion ¢ 

Mr. Tramvro.o. But he never specified any cases. He said there 
were conditions up there in bad shape. He was always griping about 
conditions at the collector’s office. 

Mr. Curtis. I want to ask at that point, you had known him a long 
time prior ¢ 

Mr. Tramvuroro. I had, Congressman. 

Mr. Curris. And you believed him to be reliable or you would not 
have said that you would see that he got to tell his story to the grand 
jury ¢ 

Mr. Tramvroro. I will put it this way, Congressman. I guess 
everyone knows me. I am the type, I would not want to hurt any- 
body. I would listen to his story. I never got anything specific 
from Doolan as far as I can remember. 

Mr. Curtis. T am not asking about you listening. 

Mr. Tramvroro. Yes. 

Mr. Curtis. You said that vou would arrange that he would go 
before the grand jurv. You would not have done that if someone 
that you felt was totally irresponsible, would you ? 

Mr. Tramutroto. No. I wouldn’t want to see a person unless he was 
responsible to go before any grand jury. After all, they are to deter- 
mine the credibility of the witnesses. 

Mr. Curtis. That is all. Proceed, counsel. 

Mr. Scuacuner. In that conversation when he told you about all 
these gripes, did you not ask him to tell you something specific about 
what went on? 
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Mr. Tramuroto. No. I thought it would be time enough when | 
got into office. 

Mr. Scuacuner. Did you at least express to him that it was rathe 
odd that in the midst of your hurry he should wish to drop in to air 
some general gripes which could be taken care of when you were ty 
take office later on? 

Mr. Tramvuro.o. I can only reply to what I stated before. I |i- 
tened to him out of courtesy. I was more bothered about getting ri: 
of my work so I could take office. I said, “If you have anything 
specific, as soon as I am in office, you come out there and I will tur 
you over to the grand jury, or whoever is handling the grand jury, 
so you can testify if you have anything specific about any violatio) 
out there.” 

Mr. Scuacuner. Is it possible, Mr. Tramutolo, that in view of tly 
hurry you were then in, the details of the conversation do not stan 
out well in your mind? 

Mr. Tramvuroio. I would remember names, if he mentioned names, 
if they rang a bell, if I knew anybody out there, and I knew quite a 
few of the personnel by name, not in person, but I knew quite a number 
of names. 

Mr. Scuacuner. Mr. Doolan testified concerning the conversation 
which you had, with him. 

Mr. Tramvrowo. I read that in the paper. 

Mr. Scuacuner. Mr. Doolan mentioned that he had shown you 
a document which later came to be referred to as the bill of particu 
lars, and he mentioned that after he got through with such recital! 
as he made, you told him as follows: “My God, if this ever comes 
out we won’t be able to elect a Democrat in California for 20 years.” 
But that you also said something to the effect, and I am now para 
phrasing Mr. Doolan, that you did not owe any loyalty to any loca! 
political organization, and that you felt that your only loyalty wa- 
to the President of the United States, and that if such violations had 
taken place, it was your clear duty and in the interest of the Presi 
dent to have you prosecute them and that you would go down the line, 
something to that effect. I may not paraphrase it too well. 

Do you have any recollection of having made any such statements ‘ 

Mr. Tramuto.o. No. I want to repeat that I told him if he had 
any specific violations in that office, of which he had been attached fo: 
a number of years, if he would take them up with me when I was 
inducted, I would see that he was taken care of, or referred to thie 
grand jury. 

Mr. Curtis. Did he have a paper with him? 

Mr. Tramvuroto. The only thing he left with me, Congressman, is 
the envelope which I have here containing the typewritten testimon) 
of the witnesses, a couple of witnesses that appeared before Senator 
Kefauver’s committee. 

Mr. Curtis. I did not ask that. Did he have a paper with him? 

Mr. Tramuroro. I didn’t see any. 

Mr. Curtis. He never referred any bill of particulars to you‘ 

Mr. Tramvuto.o. No. 

Mr. Curris. Do you think that there might have been some con 
versation from which Mr. Doolan might have drawn the inference 
that you made this statement? 
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Mr. Tramvuro.o. I don’t see how he would draw that inference, 
Congressman, because as I say, he didn’t mention any particular 
names. And if names were mentioned, I would certainly recall any 
of the names of the people connected with the collector’s office. 

Mr. Curtis. Mr. Doolan said that Mr. Tramutolo went over the 
bill of particulars, read the allegations, and then stated, “My God, 
if this ever comes out we won’t be able to elect a Democrat in Cali- 
fornia for 20 years.” 

Mr. Tramvuro.o. I can only say that is an assumption or figment 
of his imagination. I never said that. I never saw the bill of 
particulars. 

Mr. Curtis. You never saw or read it? 

Mr. Tramuroro. No. I never saw it until I got into office. It 
didn’t come of course from Doolan then. 

Mr. Curtis. At any rate, he did impress you to the extent that you 
said you would arrange for him to appear before the grand jury / 

Mr Tramvutoio. Not to be discourteous, as I said, I said, “Tom, if 
you have anything specific—I don’t have to pull any punches in taking 
this office—if vou have anything specific, I will see that you go before 
the grand jury and testify.” I have said that to anyone. I don’t 
care who it is. I have said that time and again. It is my duty to 
see that the laws are enforced. If anybody has any information on 
violations of the Federal law, I am duty bound to see that matter is 
investigated and if there is sufficient substance to present it to the 
grand jury. 

Mr. Curtis. And you would not pull any punches? 

Mr. Tramvuro.o. That is correct. 

Mr. Curtis. And that is in substance your recollection of what you 
told Doolan ? 

Mr. Tramutro.o. That is correct. 

Mr. Curtis. You may proceed, Counsel. 

Mr. Scuacuner. Mr. Tramutolo, at any rate, whether your version 
of the conversation is accurate or his version is more accurate, cer- 
tainly your sentiments are represented accurately, that you would go 
down the line if you were faced with violations of the law, is that 
true? 

Mr. Tramvuroro. I am duty bound to do that. That is the oath of 
office I have taken. And I am duty bound not to pull any punches for 
anybody. 

Mr. ScuacHner. When you talked to Mr. Tobin here twice before 
about this conversation you had with Mr. Doolan, you never mentioned 
about the opportunity to go before the grand jury. Is that just a 
cireumstance which you now recall ? 

Mr. Tramutowo. Yes. When I talked to Mr. Tobin he asked me 
about the bill of particulars. I told him I didn’t know anything about 
the bill of particulars. I then after leaving his office tried to refresh 
the best I possibly could the substance of any conversation with Mr. 
Doolan. I think I told Mr. Tobin that the only thing he brought me 
was in a manila envelope, about 6 by 8 or 8 by 10, a transcript of testi- 
mony which was given before the Senator Kefauver committee. 

Mr. Scuacuner. Something happened that made you remember 
about telling Mr. Doolan about this possibility for him to appear be- 
fore the grand jury between the time you spoke to Mr. Tobin and the 
time you are speaking here now ? 
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Mr. Tramvuro1w. I would say that I would tell anyone that, Counsel, 
I wouldn’t just tell Mr. Doolan that, I would tell anyone. If they have 
any violations, it is my sworn duty to see that they are presented after 
there is an investigation. 

Mr. Scuacuner. Now, after this interview with Mr. Doolan, did 
you have any further discussion with him, that is, Tom Doolan, about 
this matter ? 

Mr. Tramvutoro. I don’t think I saw Doolan after that. I saw him 
but I never talked to him. 

Mr. Scnacuner. That was May 14, 1951? 

Mr. Tramvtoto. When I was inducted. 

Mr. Scuacuner. Yes. That is, the conversation was approxi 
mately 2 weeks before. 

Mr. Tramuro.vo. Previous to that, that is correct, at my office. 

Mr. Scuacuner. After your induction on May 14, did you stay in 
the office of the United States attorney, that is, I mean on the premises 
of the United States attorney regularly ¢ 

Mr. Tramurtoro. I left for Washington the morning of the 17th for 
a United States attorneys’ conference. 

Mr. Scuacuner. Specifically, sir, calling your attention to Wednes- 
day, May 16, 1951, were you in the office or on the premises of the 
United States attorney on that day? 

Mr. Tramurtoro. I was up to a time; yes. 

Mr. Scuacuner. Up to approximately what time, please ? 

Mr. Tramvuro.o. I would say about noon, between 12 and 12:30 at 
the latest. It may have been that I left around 12 o’clock. 

Mr. Scuacuner. And where did you go from the office of the United 
States attorney ¢ 

Mr. Tramvutoro. I believe I went to the Western Pacific to pick up 
my tickets to go east and from there after having lunch I believe I 
went to my private office to pick up a number of documents that | 
wanted to take east with me. 

Mr. Scnacuner. Did you receive a telephone call there from Mr. 
MeMillan? 

Mr. Tramvuroro. Mr. Tobin asked me that question when I talked 
to Mr. Tobin. I told him I didn’t recall the conversation. I since 
have talked to McMillan and I would say that McMillan did call me 
at the office. That is truly an aftermath, but I told Mr. Tobin I 
didn’t recall the conversation. I was tied up with so many things, I 
was leaving the following morning, I could have been mistaken when 
I said to Mr. Tobin that I didn’t recall. I have talked to Bob since, 
and Bob said he did get me at my private office. 

Mr. Scuacuner. Let us get that straight, that is, talking with Mr. 
Me Millan, and he recalling various incidents about that conversation 
to your mind has now refreshed your recollection to the point where 
you can testify that such a telephone call did take place, is that right ’ 

Mr. Tramvuroro. I believe that McMillan is correct that he did talk 
to me at my private office. 

Mr. Scuacuner. And can you also tell us what Mr. McMillan said 
to you and what you said to Mr. McMillan, in that telephone 
conversation ¢ 

Mr. Tramvuroro. Bob McMillan asked me if I had authorized 
Charles O’Gara to present any matter before the grand jury. I said 
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I had not talked to O'Gara, I had not given him any specific assign- 
ment, and when he told me what had taken place—— 

Mr. Scuacuner. Forgive me. But I think you might want to 
repeat for the committee just what MeMillan told you that had taken 
place. ; : : 

Mr. Tramuro.to. McMillan told me that O'Gara was in there pre- 
senting the matter, and had the jury infuriated, and was making ac- 
cusations against my predecessor, Mr. Frank Hennessy, and one of 
our local judges, the chief judge, Judge Roche, and several others 
connected with governmental departments, wanted to know if I had 
assigned 

Mr. Scnacuner. Did he tell you who the others were ¢ 

Mr. Tramvuto.wo. No. I don’t recall that I got the names. I do 
recall the judge and the district attorney. I told him that had not 
given him any authorization. He had not talked to me about pre- 
senting any matter to the grand Jury. 

Mr. Curris. You did talk once to Mr. O’Gara, once after you took 
your oath of office ¢ 
' Mr. Tramvurowo. I did talk to him once. 

Mr. Curtis. Yes; did he not call at your office / 

Mr. Tramuro.o. I saw the whole staff, Congressmen, the following 
day on the 15th. Thad a conference with the whole staff. But 1 don't 
know that I talked to him alone about anything. 

Mr. Scuacuner. What else did Mr. McMillan tell you over the 
telephone / 

Mr. Tramvuro.to. He explained the manner in which O'Gara, or 
what O'Gara was presenting, and that he was making accusations 
against the district attorney, my predecessor, the judge, and others, 
I believe he said the collector of internal revenue office or Govern- 
ment agencies. 

Mr. Scuacuner. Did he tell you what kind of accusations Mr. 
O'Gara was making ¢ 

Mr. Tramuro1o. Specifically, no, I don’t recall. 

Mr. Scuacuner. Just accusations? 

Mr. Tramuroro. Which would have resulted possibly in an indict- 
ment of a lot of people that should never have been considered for 
indictment. 

Mr. Curtis. What do you mean by that? 

Mr. Tramuro.o. By that, accusing Mr. Hennessy—— 

Mr. Curris. I mean by your last statement, which might result in 
the indictment of a lot of people who should never be indicted. 

Mr. Tramuroro. If he was considering having them indicted and 
presenting matters, and was making an accusation against Mr. Hen- 
nessy, stating that Mr. Hennessy had | obstructed justic e, and that Judge 
Roche had obstructed justice, that is a terrible accusation for a per- 
son to make. 

Mr. Curtis. There has been no evidence before this committee that 
Mr. O'Gara sought an indictment of Mr. Hennessy or any judge. 
What do you mean by the statement that it might result in the in- 
dictment of some people who should not be indicted ? 

Mr. Tramvuroio. That could have resulted if they were guilty in 
the eyes of the jurors listening to the matter, that they were guilty of 
obstructing justice. You could have indicted some people who might 
have been absolutely innocent. 
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Mr. Curtis. Somebody other than Mr. Hennessy. 

Mr. Tramvuroro. Of course, I think that you have to take that mat- 
ter up first, but it could have resulted in the possibility of an :n- 
dictment of Mr. Hennessy. 

Mr. Curtis. Nobody told you anything that would lead you to 
believe that Mr. O’Gara was seeking an indictment of Mr. Hennessy 
and a Federal judge? ; 

Mr. Tramuto.o. What I don’t know is what he was presenting 
other than in general terms, and why he was presenting it without 
getting the consent of his superior, particularly in my absence, Mr. 
McMillan. Mr. McMillan’s question to me was, Did I assign a mat- 
ter to him to present to the grand jury, and I said “No,” I didn’t 
talk to O’Gara. 

Mr. Byrnes. Are you saying that Mr. O’Gara at that time had 
no assignment whatever that would bring him before the grand 
jury‘ 

Mr. Tramutroio. The Taylor grand jury, I would say, “no.” ‘To 
the best of my knowledge he had no matters before the grand jury. 
This occurred before the Taylor grand jury. 

Mr. Byrnes. It was my understanding that he had two or three 
small matters before that jury that he was sent down there to take 
care of that morning. 

Mr. Tramvuro.o. He had a matter, Congressman, as I now recall, 
before the Seward grand jury, the obstruction of justice. 

Mr. Byrnes. I am talking about before the Taylor grand jury. 

Mr. Tramvuto.o. I don’t know of any matters that he had before 
the Taylor grand jury. 

Mr. Byrnes. On May 16? 

Mr. Tramvurovo. That is right. 

Mr. Byrnes. Did you know what the general scope of the matter 
was that he was presenting to the grand jury that Mr. McMillan was 
complaining about ¢ 

Mr. Tramvurow. Yes, from what Mr. McMillan explained to me. 

Mr. Byrnes. I do not get clearly exactly what McMillan ex 
plained to you that O'Gara was doing. 

Mr. Tramuto.to. That he was presenting a matter of obstructing 
of justice violations on the part of the people in the office of the col- 
lector of internal revenue. When Mr. McMillan went in there and 
heard him in the manner in which he was presenting these things 
and what he was presenting, it was Mr. McMillan’s opinion that it 
was something that had not been assigned to him, and he wanted to 
find from me whether I had assigned and directed him to present it 
to that grand jury, and I told him that I had not. All internal 
revenue matters in our office for many years have been handled by 
Mr. Hennessy. Mr. McMillan has been in our office for 20 years 
under both Republicans and Democrats. He was formerly associ- 
ated with former Senator Hiram Johnson. All internal revenue 
matters are cleared with Mr. McMillan. 

Mr. Byrnes. Do you mean Mr. McMillan or Mr. Hennessy ? 

Mr. Tramvro.o. How is that ? 

Mr. Byrnes. You meant to say Mr. McMillan, rather than Mr. 
Hennessy, in one stage of your testimony ¢ 
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Mr. Tramutovo. Yes, All internal revenue matters are cleared with 
Mr MeMillan. 

Mr. Byrnes. I see. 

Mr. Tramvuto.o. He has been doing that work for many years prior 
to my coming to office. 

Mr. Byrnes. How much work has there been, as far as charges 
against personnel in the Internal Revenue Bureau are concerned ¢ 

Mr. Tramvuro.o. Previous to the recent what you might say flare-up, 
I don’t believe very much. 

Mr. Byrnes. Practically none; is not that true? 

Mr. Tramvutowo. I wouldn’t know. 

Mr. Byrnes. What ¢ 

Mr. Tramutow. I wouldn’t know that. 

Mr. Byrnes. You said for years Mr. McMillan had the Internal 
Revenue Bureau operations. By that you mean matters of tax fraud 
against taxpayers ? 

Mr. Tramurto.o. That is right. 

Mr. Byrnes. That is a little different, is it not, from matters against 
Government personnel in the collector's office ? 

Mr. Tramvro.o. That is correct. 

Mr. Byrnes. There are two decidedly distinct categories, are there 
not ¢ 

Mr. Tramvutoo. I would say that is correct; yes. 

Mr. Scuacuner. Mr. Tramutolo, when you were referring to Mr. 
O’Gara’s assignment, or that you had made none, I take it that you 
were going away from San Francisco for some little time to go to 
Washington ¢ 

Mr. Tramvuro.o. That is correct, about 10 days. 

Mr. Scuacuner. And you assumed, did you not, that the assign- 
ments which your predecessor had made would continue during that 
time, did you not 4 

Mr. Tramvurowo. Well, if any doubt arose, of course, they would 
clear through the man at the head of the office in my absence. 

Mr. Scuacuner. Yes; that is not quite responsive to the question. 
Assuming there was no doubt about it, then your predecessor’s assign- 
ments would control ¢ 

Mr. Tramvuroto. They pretty well knew what their assignments 
were. There has been a custom of who handles what, and, as you know, 
ina United States attorney's office the division is made both civil and 
criminal, so as to give each one an opportunity to get the experience. 
In other words, you don’t give one particular individual such a spe- 
cialty as internal revenue, and that has been a specialty. 

Mr. Scuacuner. And while you were in Washington your prede- 
cessor’s assignments would continue, or would they not ? 

Mr. Tramuteto. T would say that is correct, but in my absence if 
there is any doubt that arose about presenting the matter, O’Gara’s 
duty should have been to see Mr. McMillan. There would be no doubt 
in my mind if you are asking my opinion. 

Mr. Scuacnner. No, I was not. 

Mr. Tramuroio. If he was going to ask me what he was going to 
present; I would want to know something about what he was present- 
ing, because the responsibility rests with me as to what is to be pre- 
sented, and by whom. 
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Mr. Scuacuner. But assuming that, there was no doubt, then, 
that Mr. O’Gara was to continue with your predecessor’s assignments; 
is that not right? 

Mr. Tramvurow. I don’t know whether I follow you. 

Mr. Scuacuner. I mean, you expected your assistants while you 
were away to tend to their work and to do the same things which your 
predecessor had assigned them to? 

Mr. Tramuro.o, That is right. I hadn’t made any reassignments. 
I hadn’t been in the office long enough. 

Mr. Scuacuner. Did Mr. McMillan in his telephone conversatio. 
tell you that whatever it was that Mr. O'Gara was presenting was 
outside his assingment ? 

Mr. Tramuroto. That was the substance of his statement to me 
That is why he asked that the jury be brought into court. 

Mr. Scuacuner. Did he tell you what violation of law Mr. O'Gara 
was alleging, and what kind of indictments he was asking for? 

Mr. TramutroLto. He was charging violations of the duties of the 
collector's office, the collector and his assistants, peonle ia that office. 

Mr. Curris. Now, coming back to your statement, if that is what he 
was charging, then what did you mean by saying that if that went 
on somebody might be indicted that ought not be indicted ? 

Mr, Tramuroro. By the statement that he made that there was an 
obstruction of justice, and that they should bring before that jury 
Mr. Hennessy and Judge Roche. That was the testimony, or the 
substance of the testimony, and I subsequently learned that he wanted 
these two men brought there and sworn as witnesses with regard to 
obstruction of justice. 

And I still say that was a very serious thing for anybody to make, 
whether an assistant or myself. 

Mr. Curtis. You believed that the indictments that he was trying 
to get were against Mr. Hennessy and the judge ? 

Mr. Tramvuror. I didn’t see the prepared indictment. I haven't 
seen a transcript of the entire testimony that occurred on Wild 
Wednesday, May 16. 

I do have the statement that was made by Mr. McMillan and Mr. 
Colvin who were in there. Mr. Colvin was an assistant in the office, 
and Mr. MeMillan is chief deputy. Through these two men I learned 
what took place, because I think much of what took place was not 
transcribed or taken down by any reporter. I don’t think there was 
a reporter there. 

Mr. Scuacuner. Mr. Tramutolo, did Mr. MeMillan or Mr. Colvin 
ever tell you that Mr. O’Gara was seeking indictments against 
Judge Roche and Mr. Hennessy, or either of them ? 

Mr. Tramvuroto. The accusations he made were sufficient for me 
to justify Mr. O’Gara being removed from the handling of the case. 

Mr. Byrnes. That is not the question, 

Mr. Tramvro.o. I don’t quite understand your question. 

Mr. Scuacuner. To put it simply, did Mr. McMillan in that tele- 
phone conversation tell you, “O’Gara is trying to indict Judge Roche. 

O'Gara is trying to indict Mr. Hennessy”? 

Mr. Tramvuro.o. No; he didn’t say that. He said he was making 
these accusations against my predecessor, Mr. Hennessy, and also 
against Judge Roche. 
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Mr. Scwacuner. And all he told you was that he had some revenue 
office matter before that jury ¢ 

Mr. Tramutow. That is correct. 

Mr. Scuacuner. Did you know whether or not revenue office mat- 
ters fell within the purview of Mr. O’Gara’s assignment ¢ 

Mr. Tramvroro. I would say they didn’t. I would say that that 
would be MeMillan’s matter, or to be cleared with McMillan in my 
absence, because I had just taken office. 

Mr. Scuacuner. Did you say anything to Mr. McMillan in that 
telephone conversation / 

Mr. Tramurow. This, of course, again is an aftermath as a result 
of my talk with Mr. McMillan. 

| told MeMillan, “You are in charge in my absence, and you take 
care of the situation.” 

Mr. Scuacuner. You did not tell him anything specifically about 
what he was to do, you solely vested him with authority to do as he 
saw fit? 

Mr. Tramvtorww. That is right. 

Mr. Scuacuner. And then you left ? 

Mr. Tramutow. I left the next morning. 

Mr. ScHacHner. You were in town all day long? 

Mr. Tramutow. I was in town; yes. That was the 16th. I left 
Thursday the 17th. 

Mr. Scnacuner. Did you have any further conversations with any- 
one concerning the events of that day—that is, May 16, 1951—on that 
day ¢ , 

Mr. Tramvutoio. Not tomy knowledge. 

Mr. Scuacuner. Did you come back to the office of the United States 
attorney on that day? 

Mr. Tramvutoro. I think I came back later that day. It was quite 
late, though, and I didn’t stay very long. 

Mr. Scnacuner. Did you see anyone when you came back? 

Mr. Tramvuro.to. No: I did not. I don’t reeall having seen anvone. 

Mr. Scuacuner. When did you next hear anything about the events 
of that day ¢ 

Mr. Tramutowto. McMillan called me when I was in Washington. I 
think it was on May 23 or 24, 1951. 

Mr. Scnacuner. What did he tell you? 

Mr. Tramuro.o. He sent me some clippings and told me that every 
thing was, as he put it, under control. He was going ahead with the 
investigation, going to present witnesses, starting in as of that 
Wednesday. 

What makes me think it was before Wednesday was because May 
16 was a Wednesday, and I think that he told me he was going ahead 
on the 23d, and which I think he did. 

Mr. Byrnes. Ahead with what? What investigation ? 

Mr. Tramvutoro. Of the collector of internal revenue’s office. 

Mr. Byrnes. That he was going to go right ahead with it? 

Mr. Tramvroio. Start in on that day, Mr. Congressman, on May 23. 

Mr. Byrnes. Before the Taylor grand jury / ; 

Mr. Tramuroto. That is correct. sake 

Mr. ScHacuner. Now, you say Mr. MeMillan told you that he was 
going ahead with the investigation. With what investigation was he 
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going ahead? Did he tell you what kind of investigation he was 
going ahead with? 

Mr. TramutTo.o. Yes; with the charges that had been made against 
the collector’s office, irregularities in that office. 

Mr. Scnacuner. Did he tell you that these were the charges which 
O’Gara had been trying to present? 

Mr. Tramutoro. I don’t recall that he told me that. 

Mr. Scnacuner. Did you at least later gather that this had some 
thing to do with May 16, 1951, or did that come to you as a completely 
new matter? ; 

Mr. Tramvuto.o. Well, not necessarily. I say, Mr. McMillan hap- 

vened to phone me around the 22d or 23d of May, when I was in 
Gackiien, 

And I said, “Bob, your experience has been such that you know 
what needs to be done, and you go ahead and do it. You are i 
charge of the office until I return.” 

Mr. Scuacuner. | still do not understand whether or not you con- 
nected what went on on May 16, 1951, with what McMillan was 
talking about, this investigation of Internal Revenue matters. 

Mr. Tramvuroro. I simply told him to go ahead with whateve: 
O'Gara would supply him with, or whatever he could develop, get 
witnesses, because I think this investigation 

Mr. Scuacuner. Sir, if you will make a distinction between what 
you think and what you told Mr. McMillan at the time, we will get 
along more easily. 

Mr. Tramvurtowo, I told McMillan with regard to any violations i) 
the collector of internal revenue’s office, having to do with internal. 
revenue laws, to proceed and take charge of the entire matter. 

Mr. Scuacuner. Did you in some way connect this entire matte: 
with what O’Gara had been trying to do on May 16? 

Mr. Tramutoio. No; I dont think I did. 

Mr. Scuacuner. Did you at least ask McMillan “What happened t: 
what this fellow O'Gara was doing on May 16? What about all the~ 
clippings that you are sending me?” 

Mr. Tramvuto.o. Aside from what McMillan told me what he wa: 
trying to present, I told MeMillan that no matter who had any info: 
mation, that the investigation or the presentation was to be made by 
him before the grand jury. 

Mr. Scuacuner. Mr. Tramutolo, I am trying to ascertain whether 
you were in effect taking the matter away from O'Gara and putting 
it into McMillan’s hands, and we seem to be having trouble. 

Yes, you instructed Mr. McMillan to present any violations of 
internal-revenue laws, but did you ever connect the two things up, 
that previously O’Gara had been trying to present something and now 
suddenly McMillan is presenting it ? 

Did you make any connection there? 

Mr. Tramuro.o, No; I don’t recall that I did. 

Mr. ScuacuNner. And you did not over the telephone ask him. 
“Now, what happened to that O’Gara matter. that he was trying to 
present? When is that going to the grand jury?” 

Mr. Tramutoro. I know that upon my return—— 

Mr. Scuacuner. No, sir; I am not talking about your return now. 
You are now sitting in Washington, and you instructed Mr. McMillan 
to present anything he wanted to to the grand jury. 
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Mr. TRaAmMvUTOLO. That is right. 

Mr. ScuacHNer. But did you have any discussion about what was 
it that O'Gara was presenting ? 

Mr. Tramvutovo. I don’t think I went into that detail because, as 
I say, having the confidence, and knowing the experience that Mc- 
Millan had, I knew that whatever had to be done that the right thing 
would be done. He was better posted than any man in the oflice. 

Mr. Scuacuner. Had you received a telegram from Mr. Doolan 
in Washington ¢ 

Mr. Tramvuroro. I did, I think, but I told Mr. Tobin I couldn't 
recall that originally. He showed me a copy, and I think I did re- 
ceive such a telegram. 

Mr. ScHacuner. And your best recollection is that you did receive 
a telegram in accord w ith what the copy said ¢ 

Mr. Tramutowo. | think that is correct. 

Mr. Scuacuner. Did that copy say in effect that what O’Gara was 
trying to do on May 16«was present the same charges which he, Doolan, 
had discussed with you prior to that, sometime in April ? 

Mr. Tramvutovo. I paid no attention to the telegram. I wasn’t 
taking any advice or directions from Doolan. 

Mr. Scracuner. Yes; but did you receive that telegram ¢ 

Mr. Tramurtowo, I would say I did. 

Mr. Scuacuner. And even that telegram did not prompt you to 

isk McMillan about what was it that this fellow O'Gara was trying 
to present to the grand jury 

Mr. Tramvuro.o. No; and I will tell you my reason. 

I didn’t know O'Gara, outside of the fact that he was just. an as- 
sistant. I knew one or two of the assistants out here by name and 
in person, but I had. known MeMillan for years. And no matter 
how long I would have known O'Gara, when I knew that McMillan 
had internal-revenue matters I would certainly, if I had been here, 
have assigned it to him, irrespective of who started it or tried to 
present it. 

Mr. Scuacuner. And your feeling that you would have been cer- 
tain to assign them to MeMillan ended your curiosity about that; is 
that. correct ¢ 

Mr. Tramutoxo. I thought it would hold until I got back. I knew 
McMillan was going ahead. 

Mr. ScHACHNER. Going ahead on what? 

Mr. Tramurow. Presenting the charges against the collector of 
internal revenue’s office. 

Mr. Scuacuner. And did you know they were O’Gara’s charges? 

Mr. Tramurowo. I didn’t know whether they were O’Gara’s charges 
or what. 

Mr. Scuacuner. Then you did not know that anything was going 
on concerning the charges which O'Gara had made? 

Mr. Tramvuro.to. You misunderstand me. 

[ told you that McMillan told me that O’Gara was presenting 
charges concerning violations in the collector of internal revenue’s 
office, which McMillan thought in his judgment wasn’t the proper 
thing for him to present, and that in and of itself was sufficient for 
me to take MeMillan’s word as against anyone else. 

Mr. Scuacuner. Certainly: but. did you in any way inquire of 
MeMillan, “Ww hat about these matters which you have taken away 
from O'Gara? Are you going to do anything about them ?” 








2388 INTERNAL REVENUE INVESTIGATION 


Mr. Tramvuto.to. McMillan went ahead with the presentation. 

Mr. Scuacuner. How did you know that ? 

Mr. Tramvuto.o. He told me when he called that he was going to go 
ahead the very following Wednesday. That is why I think it was 
around the 21st or 22d. 

Mr. Scuacuner. At least I understood you to deny that you under 
stood those things to be the things that O’Gara was trying to present. 

Mr. Tramuto.o. I didn’t know what O'Gara was presenting, outside 
of what McMillan told me. 

I said to McMillan, *You have internal revenue matters. Anything 
in connection with what you stopped him on, you go ahead in my 
absence.” 

Mr. Scnacuner. When did you find out for the first time that 
anything was being done about what O'Gara had tried to do in the 
grand jury? When was that? 

Mr. Tramuroro. As I say, McMillan called me and told me that the 
jury had been called in, but more specifically ‘when I got back from 
Washington. 

Mr. Scuacuner. Before we get you back from Washington, you 
have told us about a letter with some clippings, a telegram from Doo- 
lan, and a telephone call from McMillan. 

Did you have any other discussions about what was going on back 
here—discussions, notices, correspondence, telegrams ? 

Mr. Tramvuroito. No; I don’t reeall any. 

Mr. Scuacuner. When did you get back ¢ 

Mr. Tramvutoro. On the 28th of May. 

Mr. Scuacuner. The 28th of May? 

Mr. Tramvuro.o. That is right. 

Mr. Scnacuner. Did you then have any discussion about what hap- 
pened on May 164 

Mr. Tramvu novo. I did, with McMillan, and also with Colvin. 

Mr. Scuacuner. What did Mr. MeMillan tell you? 

Mr. Tramvunoio. As I stated before, this man was in there present 
ing and making accusations, without having any facts or witnesses to 
substantiate the charges that he was making, or what he was relating 
to the grand jury. 

Mr. Scuacuner. That is, he now told you something new / 

Mr. Tramutoro. That is not new. 

Mr. Scnacuner. That is, he had immediately told you on May 16 
that O'Gara had no witnesses / 

Mr. Tramutro.to. That was my understanding; that is correct. 

Mr. Scuacuner. That is, on the telephone on May 16 he told you he 
had looked into the grand jury room, he had heard O'Gara making 
accusations, and O'Gara had no witnesses ¢ 

Mr. Tramvuroio. That is correct. 

Mr. Scnacuner. Did he tell you how he found out that O'Gara had 
no witnesses / 

Mr. ‘Tramuvroro. He was in there, and he didn’t see any witnesses, 
I assume, in the grand-jury room. If you have been in our grand- 
jury room here, you know we have our witness room right off or right 
near the vicinity, and I assume he based it on that. 

Mr. Scuacuner. Conceivably Mr. O'Gara might have had the wit- 
nesses ready sometime next week or the week after, or some such thing. 

Mr. Tramvuroro, Of course, the only way I can answer that is: The 
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determination of whether he should have presented any matter 1s not 
for his determination. 

Mr. Scwacuner. That is not the question, Mr. Tramutolo, my 
question is not addressed to that. I was only trying to find out whether 
Mr. MeMillan did indeed tell you that he had heard Mr. O’Gara make 
these accusations and added, as early as May 16, “O°Gara has no wit- 
nesses.” Can you say that Mr. MeMillan did say that / 

Mr. Tramuro.o. Again, of course, I am reconstructing what | 
talked to Mr. MeMillan about after I talked to Mr. Tobin. All I 
can say in reply to that is that when he told me what he was doing 
and why he stopped him, I agreed with Mr. MeMillan’s action. 

Mr. Scuacuner. How about these missing witnesses? Did Mr. 
MeMillan say O'Gara had no witnesses, or can you not recall / 

Mr. Tramvurorw. I don't recall that. 

Mr. Scuacuner. But at any rate, when you got back he now said 
something about there now being no witnesses. 

Mr. TramutroLto. When I got back, with the matter having been 
already started by Mr. McMillan, I told him to call any person and 
obtain any information that Mr. O'Gara or anybody could supply 
him with. 

Mr. Scuacuner. Did not McMillan tell you then, if there were no 
witnesses, that that was useless because there are no witnesses ¢ 

Mr. Tramvurovo. He was putting on a number of witnesses. That 
hearing lasted from May until December before they returned these 
final indictments. 

Mr. Scuacuner. Did Mr. MeMillan then explain the sudden ap 
pearances of witnesses / 

Mr. Tramuro.o. I don’t know. I know he subpenaed a number 
of witnesses, and had them there each session of the grand jury on a 
Wednesday. 

Mr. Scuacuner. And you assumed that these witnesses were some 
how pertinent to the inquiry / 

Mr. Tramvuro.o. I assume they were, otherwise he wouldnt have 
them. 

Mr. Scnacuner. And you assumed that it was good practice to put 
them before the grand jury, did you not ¢ 

Mr. Tramvuro.o. IT am not indulging in any assumption on that. 1 
would say whatever Mr. McMillan did, I would have perfect con 
fidence in his action. 

Mr. Scnacuner. Then you assume at least that it was right and 
proper to call all these witnesses ? 

Mr. Tramuroo. T base that upon the fact, as I say, I have utmost 
contidence in Mr. McMillan. 

Mr. Scuacuner. Did you have any further discussion with Mr. 
O’Gara about what Mr. O’Gara had done? 

Mr. Tramuroro. I don’t recall that I ever had any conversation with 
him. 

Mr. ScHacuner. After your return from Washington, you never 
had a conversation with him: is that right ? 

Mr. Tramvuvroto. I have no recollection of any conversations with 
him. 

Mr. Curtis. Mr. Counsel, I would like to ask something at that 
point. e 
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You got back on May 28? 

Mr. Tramvurovo. That is correct. 

Mr. Curtis. Did not Mr. Peyton Ford, who is now resigned, ani 
Mr. James McInerney arrive in San Francisco about June 11, and 
stay a couple of days? 

Mr. Tramurovo. That is correct, Congressman. 

Mr. Curtis. Did you discuss O’Gara’s situation with them? 

Mr. Tramuroro. I don’t know that I discussed O’Gara’s situation 
I know we discussed the Internal Revenue matters. 

Mr. Curtis. Did you discuss Wild Wednesday? 

Mr. Tramvurowo. I don’t recall that I went into detail, but I do re 
call that I discussed with them that we were presenting, and there was 
being presented, the charges of violations in the collector of interna! 
revenue office. 

Mr. Curtis. Did you talk to them about O’Gara, what he did o1 
Wild Wednesday, and did you discuss any possible dismissal of 
O'Gara with them at that time? 

Mr. Tramuro.o. O'Gara would have been dismissed while I was 
in Washington, Congressman, if I had not stopped the matter. And 
when Mr. Ford 

Mr. Curtis. By whom? 

Mr. Tramuto.o. By Mr. Peyton Ford. 

Mr. Curtis. How did they know about it? 

Mr. Tramuroxo. It had to do with something else other than the 
Wild Wednesday. It had to do with a charge against him of intimi- 
dating a witness. The witness was a person by the name of Louise 
Haller. 

Mr. Curtis. And before what jury was that? 

Mr. Tramurowo. I think she testified before the Seward grand jury. 

Mr. Curtis. So then you had at that time discussed with Mr. Ford 
about dismissing Mr. O’Gara when you were in Washington ? 

Mr. Tramvroro. I stopped his being dismissed at that time. 

Mr. Curris. Mr. Ford wanted him dismissed ? 

Mr. Tramvuro.o. He was going to send a telegram here dismissing 
him. 

Mr. Curtis. Did you talk about it when Mr. Peyton Ford and Mr. 
James McInerney got out here again ? 

Mr. Tramurovo. I don’t recall that I did, Congresman. 

Mr. Curtis. There was quite a little turmoil on Wild Wednesday, 
was there not? 

Mr. Tramuro.o. I assume so. I guess there was, from what I 
read in the papers, and what I had been subsequently told. 

Mr. Curtis. Mr. Ford had discussed Mr. O’Gara’s dismissal in 
Washington. He comes out here. In view of Mr. O’Gara’s part in 
Wild Wednesday, would you say that you did not discuss with Ford 
and McInerney the dismissal of Mr. O'Gara? 

Mr. Tramuroro. I would say I did not discuss his dismissal because 
I didn’t file charges of dismissal, Congressman, until about October 
», and that was long after Mr. Ford and Mr. McInerney were here. 

Mr. Curtis. Is it true that on about September 5 last you assigned 
Mr. O’Gara to civil matters, and then did not give him any work since 
that date? 

Mr. Tramvurtoro. I think that is correct. 
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Mr. Curtis. Upon whose suggestion was that ? 

Mr. Tramuroto. My own. 

Mr. Curtis. Did your superiors in Washington concur in that? 

Mr. Tramvurot. I don’t think I took the matter up with them at all. 
I assumed that responsibility as the head of the office. 

Mr. Curtis. The responsibility of not assigning him any work? 

Mr. Tramuro.o. That is correct. I assumed that full responsi- 
bility. 

Mr. Curtis. Why not assign him any work ? 

Mr. Tramurovo. Well, in the first place, 1 don’t want him as an 
assistant. I have made charges tha I don’t want him and I pro- 
pose to carry that out. 

Mr. Curtts.; Why is he not assigned to any work / 

Mr. Tramuro.o. Because I don’t want to assign him any work. It 
would be an inconsistent position with my recommending him to be 
dismissed, and then to assign him any work. 

Mr. Curtis. Where do the taxpayers come in on that sort of deal / 

Mr. Tramuro.o. | have made my recommendation, Congressman. 

Mr. Curtis. But you also take responsibility for not assigning him 
work when your recommendation is not followed. 

Mr. Tramvuvo.o, It is being held in suspense. 

Mr. Curtis. Why ¢ 

Mr. Tramurowo. | don’t know. 

Mr. Curtis. Do you have any authority to keep anybody on the 
payroll and not assign them any work ¢ 

Mr. Tramvroto. I can’t dismiss him or suspend him. I can only 
make the recommendation. 

Mr. Curtis. I did not ask that. Read my question, please. 

(Question read by the reporter. ) 

Mr. Tramvurowo. I can’t take him off the payroll. 

Mr. Curtis. Do you have any authority to not assign the work ? 

Mr. Tramurovo. I have that authority. 

Mr. Curtis. How many assistants could you take work away from 
and be within your authority ¢ 

Mr. Tramvuroro. I wouldn’t want to venture and make any state- 
ment in that regard, Congressman. I know in his case I have done it. 

Mr. Curtis. Can you not recollect that that suggestion came out of 
Washington ¢ 

Mr. Tramvurovo. It did not. 

Mr. Curtis. It did not ¢ 

Mr. Tramvuro.o. Absolutely to the contrary. 

Mr. Curtis. What is your office doing to defend the indictment 
against former Collector Smyth and others? 

Mr. Tramvioro. I don’t think we have overlooked anything. I 
think that every motion that has been made by attorneys for the 
defendants has been denied. The indictment has been sustained. 

Mr. Curtis. You are supporting the indictments ? 

Mr. Tramuroro. Yes. 

Mr. Curtis. You may proceed, counsel. 

Mr. Scuacuwer. You say at that particular time while you were 
in Washington, Mr. Tramutolo, you stopped the dismissal of Mr. 
O'Gara on charges of intimidating a witness. Just so we get this 
issue straight, } believe that issue bas since been submitted to a grand 
jury, and the geand jury cleared Mr. O'Gara completely. 
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Mr. Tramvuro.o. That is right. I presented that matter to the 
Seward grand jury, and they cleared him on July 5, the date of their 
discharge, I think. 

Mr. Scuacuver. After you returned from Washington, did you 
immediately order that Mr. O'Gara receive no further work ¢ 

Mr. Tramvuroro, I took him off criminal work, I think, almost 
immediately. 

Mr. Scuacuner. You did? 

Mr. Tramvuro.o. Civil work later on. I forget the specific time. 
Congressman Curtis said it was some time in September. If that is 
the date—it is my recollection maybe it was a little later, but it may 
have been about that time. 

Mr. Scuacuner. At any rate, after you returned from Washington, 
you had no conversation with him pertaining to the events of May 
16; is that right ¢ 

Mr. Tramuroro. That is correct. 

Mr. Scuacuner. Now, sir, I take it you took him off work because 
of what had happened on May 16; is that not right ¢ 

Mr. Tramvuro.o. On the criminal side: yes. 

Mr. Scuacuner. Sir, did you not think it might be well perhaps 
to ask him for his version of what had taken place before you took 
any action ¢ 

Mr. Tramuro.to. No; I didn’t think so. I thought he should come 
and tell me what had taken place. He is an assistant. He came in 
and made an appointment, and given his picture and side of it, but 
never—— 

Mr. Scuacuner. That is, you extended to him an invitation to give 
his side of the affair by taking him off work; that should be notice 
to him that it was now time for him to come to vour office and tell 
his side? 

Mr. ‘TRamuroto. Not necessarily. I thought he should upon my 
return come in and explain to me what happened on Wild Wednesday. 
But because matters had proceeded and because IT thought they were 
in good hands, I just let the matter remain with Mr. McMillan. No 
one can deny but what he did a splendid job because he received the 
commendation of the jury that heard the matter. 

Mr. Scuacuner. What I am interested in, sir, is how an assistant 
United States attorney finds himself deprived of work before he has 
been confronted with any allegation against him, before he has had 
even an opportunity to tell his side of the story. Did you not conceive 
that you might be doing an injustice, Mr. Tramutolo? 

Mr. Tramvutrowo, I didn't think so. 

Mr. Byrnes. How would you know ? 

Mr. Tramuroro. Well— 

Mr. Byrnes. If you did not hear his story. 

Mr. Tramvuro.o. I received a number of rumors about what was 
going on with our jury. I had seen a number of articles that appeared 
in some of our papers. IT knew that Mr. O'Gara was very closely in 
touch with certain men of the press. I knew that they were almost 
in daily communication, and that convinced me that we were going 
to eventually run into some trouble with regard to any indictments 
that the jury was then having under consideration. 

Mr. Byrnes. Therefore, vou came to the conclusion that you should 
not talk to O'Gara and give him instructions as to what he was sup- 
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posed to do or not supposed to do, as far as carrying out his position 
as an assistant United States attorney, now that you were in office as 
the United States attorney. You did not feel it was necessary for you 
as the head of the office to give him instructions as to how he was to 
conduct himself as an assistant United States attorney ¢ 

Mr. Tramvuto.o. I didn’t; that is all I can say. 

Mr. Byrnes. It is my understanding that one of your complaints 
about him is that he was exceeding his authority in the first instance 
by going before the grand jury. 

Mr. Tramvutro.wo. That is right, and he has criticized the members of 
our staff. 

Mr. Byrnes. All right. Those matters are matters of internal 
discipline within the United States attorney's oflice, are they not, 
primarily ¢ 

Mr. TraMvuToLoO. So much so that I made a recommendation for 
his dismissal. 

Mr. Byrnes. That recommendation was made in October, was it 
not ¢ 

Mr. TrRamMuvro.o. That is right; but it was cumulative. 

Mr. Byrnes. This happened in May ¢ 

Mr. TramutoLo. This was cumulative. 

Mr. Byrnes. All right. On May 16, the first thing that came up 
was that your attention was called to the fact that it was believed that 
Mr. O'Gara was exceeding his authority as an assistant United States 
attorney ¢ ’ 

Mr. Tramvuro.o, That is correct. 

Mr. Byrnes. Yet you never talked to him about the matter of how 
far he could go or could not go. You never discussed with him the 
matter of his exceeding his authority ; is that correct / 

Mr. Tramvurowo. I did not. 

Mr. Byrnes. Did you ever discuss with him the question of how 
much he should tell newspapermen about affairs that he was handling? 

Mr. Tramuroto. The policy has always been they should clear with 
the office so we know where the responsibility lies, and he never gave 
me any information of what he was giving. 

Mr. Byrnes. It is my understanding that you just testified that it 
was your belief that he was talking too much to certain newspaper 
people, is that correct ? 

Mr. Tramuroio. We have evidence of the fact that he was in daily 
communication by phone with certain newspapermen. 

Mr. Byrnes. And you objected to that; you thought it was wrong? 

Mr. Tramuro.o. I would say it was wrong. That is my assumption. 

Mr. Byrnes. Did you talk to him about it when it first came to your 
attention and warn him against doing it ? 

Mr. Tramurowo. I did not. 

Mr. Byrnes. Did you ever ask him what he said before the grand 
jury on May 16? 

Mr. Tramvutroro. I did not. I took what Mr. McMillan and Mr. 
Colvin, two very dependable assistants, told me. 

Mr. Byrnes. So all you know is what was told to you by Mr. Me- 
Millan of what Mr. O’Gara was saying to the grand jury. That comes 
exclusively from Mr. MeMillan. 

Mr. Tramutoio. And Mr. Colvin. 
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Mr. Byrnes. Was Mr. Colvin in the grand jury room on May 16 at 
the time Mr. McMillan complained that O’Gara was exceeding his 
authority and making charges against the judge and the former United 
States attorney ¢ 

Mr. Tramvrowo. I think he was there part of the time. 

Mr. Byrnes. Are you sure? 

Mr. Tramuroro. Part of thetime; yes. He told me he was. 

Mr. Byrnes. Was he there at the time the charges were made against 
the judge and the former United States attorney ¢ 

Mr. Tramvurtoio. I am not sure whether he was there at that time. 

Mr. Byrnes. Then fundamentally your statement to the effect that 
Mr. O’Gara had been making charges against the former United States 
attorney and the judge is based entirely on Mr. McMillan’s statement 
to you? 

Mr. Tramuroro. I may be incorrect in this; but I think Mr. Colvin 
in making the statement to the FBI, I think those reports have been 
made available to your committee, and I think that would be the best 
evidence of what Mr. Colvin’s end of it was of what he heard. 

Mr. Byrnes. What I want to know is on what basis you formed your 
judgments 

Mr. Tramutroro. I would say MceMillan’s—— 

Mr. Byrnes. McMillan? 

Mr. Tramurorw. Yes; what McMillan told me. 

Mr. Byrnes. Did you ever ask Mr. O’Gara why he brought these 
matters before the Taylor grand jury ? 

Mr. Tramurtoro. I did not. 

Mr. Byrnes. You just completely divorced yourself from Mr. 
O’Gara and anything he might have to say about the matter of May 
16 or the matter of the charges against the collector’s office and per- 
sonnel in the collector’s office ? 

Mr. Tramvuro.io. On the basis, 1 say, of what my chief assistant 
told me. 

Mr. Byrnes. You divorced yourself from any contact with O’Gara 
on that ? 

Mr. Tramvurovo. I did. 

Mr. Byrnes. Did Mr. O’Gara ever make any effort to talk to you? 

Mr. Tramuro.o. Not to my knowledge. I want to say this, Con 
gressman, that when Mr. McMillan was presenting this matter, Mr. 
O'Gara was called as a witness. I specifically discussed the matter 
with MeMillan and I said, “Do not overlook any witness, Doolan, 
O’Gara, or anyone else, that can shed any light on any violations,” 
and he was called as a witness. 

Mr. Byrnes. No; what I am talking about now is the internal 
management of the United States attorney’s office here, and how you 
operate, and I am particularly concerned about how you can operate 
from May 16 to October by not having any contact with an assistant 
United States attorney in your office, and not assigning any cases to 
him, letting him draw his pay, but perform no service. 

Mr. Tramurow. There ts the added fact that very few of the office, 
if any, would work with O'Gara. 

Mr. Byrnes. When did you first become acquainted with that fact? 

Mr. Tramvuro.o. I would say around about the latter part of August 
or the early part of September when Commander Collett returned 
from service. I designated him to take charge of the civil work in the 
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office, and I have a criminal chief deputy who takes care of the crimi- 
nal matters for assignment. About September, I would say. 

Mr. Byrnes. At least 3 months went by, though, before you had 
that information, did it not, from May 16% 

Mr. Tramuro.o. Of course, you see from May to July he was under 
investigation until there was an exoneration by the Seward grand jury 
on July 5. He was under investigation for the intimidation, as I say, 
of a witness or a person by the name of Louise Haller. 

Mr. Byrnes. But that investigation started even prior to May 16, 
did it not? 

Mr. Tramuro.o. That is correct. It didn’t terminate until July 5. 

Mr. Byrnes. That is right. When did that investigation start ¢ 

Mr. Tramvuro.o. I assume it was before May 16. Certainly before 
I took office. 

Mr. Byrnes. And he was doing work in the office while that inves- 
tigation Was going on, was he not? 

Mr. Tramuroio. For a period of time. 

Mr. Byrnes. In fact, he was appearing before the Seward grand 
jury, was he not? , 

Mr. Tramuro.o. For a while he was; yes. 

Mr. Byrnes. He was up until the time the Seward grand jury was 
dismissed, was he not ? 

Mr. Tramuro.o. I don’t think he was. I don’t recall. I think I was 
before the Seward grand jury on at least three occasions, and he was 
never before the jury when I was there. He was presenting some 
matter to the Seward grand jury, which was a hold-over grand jury 
for quite a period of time. 

Mr. Byrnes. What authority or obligation has an assistant United 
States attorney to carry out requests made of him by a grand jury that 
he is assisting ¢ 

Mr. Tramuroito. Well, 1 wouldn’t want to take any powers from 
a grand jury. I would certainly follow any recommendations or 
suggestions. Whether I would: follow that suggestion or recommen- 
dation, | would determine that. I don’t think that the Seward grand 
jury had any right to tell Mr. O'Gara to present this to the current 
grand jury. The proper thing would have been for the foreman to 
advise me of what was going on, and I would have seen to it that it 
was properly presented, because there is nothing in our office that has 
not been vigorously and properly presented since I have been at the 
head of the office. 

Mr. Curtis. In that connection, why were the Furtado and Wagner 
cases taken to the Rusk jury instead of the Taylor jury ? 

Mr. ‘TRAMUTOLO. They were specific cases upon which they had 
nothing to do with the investigation going on. The Furtado matter 
came as a request from the Intelligence Unit, I believe. I received a 
call from them and we were prepared to put it on and we put it oi 
before the current grand jury which was in session at that time. 

Mr. Curris. Why were they taken away from the Taylor grand 
jury? 

Mr. Tramutroto. There was no particular reason. The Taylor 
grand jury was hearing the long-drawn out presentation of the mat- 
ters of the collector’s office from May until December. 

Mr. Curtis. Now, proceed. 
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Mr. Tramuvoio. From May until December. The Rusk grand jury 
appears on a Wednesday. We have to have work for them. We 
wouldn't want them to show up without giving them work to do. 

Mr. Currts. As a matter of fact, you wanted to make sure of the 
indictments ¢ 

Mr. Tramuroxo. I felt either one of them could do it. But I was 
a bit worried about what might happen before the Seward grand jury. 
I mean not the Seward but the Taylor grand jury. Pardon me. 

Mr. Curtis. Yes; the indictments would be in just a little better 
shape to defend if you took it to the Rusk grand jury? 

Mr. Tramuro.o. I would say so, because subsequently there was an 
investigation for tampering with the Taylor grand jury. 

Mr. Curtis. As a matter of fact, Mr. O'Gara recommended the same 
thing in reference to the Smyth case, did he not? 

Mr. Tramurowo. I don’t follow that question, Congressman. 

Mr. Curtis. Did not Mr. O'Gara recommend to you that the Smyth 
case be taken to the Rusk jury also? 

Mr. Tramuroto. To the Rusk jury? 

Mr. Curtis. Yes. 

Mr. Tramuroto. No. The Taylor jury was handling the Smyth 
matter from May 23 when MeMillan started in up to December. 

Mr. Curris. The Furtado and Wagner cases were Bureau of Inter 
nal Revenue cases, were they not? 

Mr. Tramuroto. Yes; they were. We would not take them from 
the Taylor grand jury because I wanted to, oh, let us say, just snub 
them or ignore them. There was nothing further from my mind or 
anyone who ever presented it. 

Mr. Curtis. No; but you went there because you thought it would 
put you in a better position to defend the indictments. 

Mr. Tramurow. I thought so. 

Mr. Curtis. Why did you not do that with the Smyth indictment / 

Mr. Tramvutoro, Because we started in May—the Furtado and Wag- 
ner matters were not until almost the end of the year, November. 

Mr. Curtis. Did you read the FBI report on jury tampering ? 

Mr. Tramvurorm. I did. 

Mr. Curtis. Then you had the indictment heard against Smyth after 
reading the FBI report. 

Mr. Tramuror. I believe that is correct. I didn’t prepare it. Me- 
Millan prepared it. McMillan worked with a special assistant here 
by the name of Mr. Irvin Goldstein, who has been here for some 
several months. 

Mr. Curtis. And you would say that Mr. O'Gara did not talk to you 
about that ? 

Mr. Tramuroto. About the Smyth indictment before the Rusk 
grand jury? 

Mr. Curtis. Yes. 

Mr. Tramutoiwo. No. I have no such recollection. 

Mr. Curtis. Did he write you a letter on May 25? 

Mr. Tramvurovo. I received a letter from him sometime. I don’t 
know what date it was, Congressman. 

Mr. Curtis. What did he say in that letter? 

Mr. Tramutoro. I haven't the letter so I don’t recall. I think I 
must have received that letter when I was in Washington. I have 
been looking for the Doolan telegram and the O'Gara letter. 
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Mr. Curtis. You think that it was what 

Mr. Tramvuto.o. I say I have been looking for the Doolan telegram 
which I spoke to Mr. Tobin about and any other correspondence I 
received from the office. Asa matter of fact, Mr. Tobin asked me about 
receiving some paper clippings and showed me a photostatic copy of 
one he had and asked me if that was the one McMillan sent me to 
Washington, and I told him I didn’t want to make sure until I found 
MeMillan’s transmittals, and I found MeMillan’s transmittals after- 
ward. It was not the photostatic copy Mr. Tobin had shown me. 

Mr. Curtis. But the Taylor grand jury had been hearing the reve- 
nue matters generally / 

Mr. Tramvro.o. For quite a while, since May or before. 

Mr. Curtis. But you did take the Furtado and Wagner case over ¢ 

Mr. Tramvuro.o. That is right. I think there was another one, the 
Christman matter, and the Frisby matter, I think. I don’t think they 
went before the Taylor grand jury. 

Mr. Curtis. And you did that even though the Taylor grand jury 
had been working on these related cases for months? 

Mr. Tramvutovo. Again I say it was not done to in any wise discredit 
them as individuals. 

Mr. Curtis. Oh, no. I understand you did it in order to be a little 
bit surer about upholding the indictment. 

Mr. Tramvrormw. They were cases that could be terminated much 
quicker and they were not involved with the collector’s office of the 
people who were being considered in the collector’s office. 1 thought 
they were separate cases. My assistants agreed, and after discussing 
them, I had the matters presented. 

Mr. Curtis. And you could have done that with the Smyth indict 
ment, could you not ¢ 

Mr. Tramutoro. Well, it would have taken a tremendously long 
time. We had been working on the Smyth matter since May, L say 
as far as I am concerned May 23—and to re-present it, the voluminous 
record, would have been quite a job. 

Mr. Curtis. That is all at this moment. 

Mr. Kran (presiding). Go ahead. 

Mr. Scuacuner. Mr. Tramutolo, you mentioned that the Depart 
ment of Justice has so far taken no action on your recommendation 
that Mr. O'Gara be dismissed. Have you ever given thought to the 
notion that possibly the Department of Justice would want to ques- 
tion Mr. O'Gara first, and would want to have a basis in addition to 
rumor and other matters which vou mentioned on which you acted? 
Could not that be the explanation for the disagreement between you 
and the Department of Justice ¢ 

Mr. Tramvroro. I doubt that very much. 

Mr. Scuacuner. It is your impression that the Department of 
Justice also acts on the basis of rumor / 

Mr. Tramvuvroro. On rumor? 

Mr. Scuacuner. Yes. 

Mr. Tramvuroro. I don’t think it is a sound basis to act on. 

Mr. Scuacuner. You do not think the Department of Justice acts 
on that basis? 

Mr. Tramvvo.o. I am quite sure they wouldn’t. I have made spe 
cific charges. They are either warranted or they are unwarranted. 
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Mr. Scuacuner. They may be looking into your charges; coul:! 
they not be? 

Mr. Tramv'roto. I think they have had ample time. They receive: 
it some time on October 5. I don’t know what is holding it up. 

Mr. Scuacuner. Perhaps it is a difficult case to decide for the At- 
torney General. That is possible. But at any rate, in your opinion, 
what precise harm has Mr. O'Gara done? 

Mr. Tramvuroro. In the office? 

Mr. Scnacuner. No. I mean with this grand jury matter which he 
started. 

Mr. Tramvurovo. I think that much of the trouble that we are run- 
ning into and have run into has been predicated upon his contacting 
jurors, having them at his home. We just found out about anothe: 
meeting. How many meetings have been held I will never know 
but meeting with jurors and the disruption of the office—nobod) 
in the office will work with the man. What would you do in my 
position ? 

Mr. Scuacuner. I am sure the committee would not like to know 
from me what I would do. They are just interested in your views. 
Mr. Tramuro.o. My views are that he should not be on the staff. 

Mr. Scuacuner. I understand that, but I should like to get rathe: 
more specifically from you precisely the harm which he did. You say 
he has been talking to grand jurors. Do not assistant United States 
attorneys do that quite frequently ? 

Mr. Tramvuroro. It is very unusual to have them at home and meet 
ing with them with the frequenc; y that he met with them. 

Mr. Scuacuner. That is, you feel that social contact is not right? 

Mr. Tramvro.o. Particularly where the rumor is that they have 
discussed matters pending before them. I have been assistant before 
I took this position of United States attorney. I never heard of it 
before. I certainly have never thought of doing it. 

Mr. Scuacuner. Specifically, sir, 1 am under the impression that 
if there was anything to whatever Mr. O'Gara tried to air on May 16, 
that has been thoroughly gone into by Mr. MeMillan and the grand 
jury, and the matter has been thoroughly presented, has it not? 

Mr. Tramutowo. Correct. 

Mr. Scuacuner. And that presentation was started about a week 
after Mr. O'Gara was interrupted in the presentation, is that not 
right ? 

Mr. Tramutoto. Wild Wednesday was the 16th of May, and Me- 
Millan started, I believe, on the 23d of May. 

Mr. Scuacuner. What I would like to have you enlighten the com- 
mittee on, did Mr. O'Gara do anything more than per rhape, so far as 
results accomplished are concerned, start an investigation a week be- 
fore you and Mr. McMillan thought it should be started ? 

Mr. Tramvuroro. I can only answer that by stating 

Mr. Scuacrner. I mean insofar as results to the outside world are 
concerned. I am not asking you now about violations of office dis- 
cipline. But did Mr. O’Gara do anything more than just hurry up 
matters by a week? 

Mr. Tramvtoro. I would say the manner in which he was present- 
ing and the way he appeared before that grand jury was cert: ainly not 
becoming to any assistant, or anybody connected with the office. 
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Mr. Secwacuner. You also feel that his manner was bad and he has 
caused friction inside the office of the United States attorney. 

Mr. Tramuto.o. Yes, that is right. 

Mr. Scwacuner. Is that right? 

Mr. TramvuTo.o. Yes. 

Mr. Scuacuner. Is what you are telling now the gist of the charges 
on the basis of which you have recommended ¢ 

Mr. Tramutoio. No, there are many more. I don’t know whether 
you have seen the letter or not, but there are many more. 
~ Mr. Scuacuner. Perhaps you better not tell us about charges with- 
out our going into them, but those are some of the charges which you 
made ¢ 

Mr. Tramvuto.o. That is right. 

Mr. Kean. That will be all. Thank you. 

Mr. Tramutro.o. May I be permitted, with your indulgence, to read 
a statement which I wanted to read prefacing my remarks‘ I would 
like to do it now. 

Mr. Kean. How long will it take / 

Mr. Tramvrorw. I can read it in 10 minutes. 

Mr. Scuacuner. Perhaps you would care to hand it to the commit- 
tee first. 

Mr. Tramvutorw. In substance, that I wanted to give this committee 
any possible consideration, and I have welcomed this opportunity in 
order that we might have a public exposure of the conduct of our 
office. 

And I want to make this statement. I will have it typed out. I 
hadn’t completed it. I will leave it as part of the record with the 
committee. 

Mr. Kean. We have a great many witnesses, and if you could sub- 
mit the statement we will appreciate it. 

Mr. Byrnes. We have a rule about submission of statements, that 
they have to be submitted to the committee in advance so that the 
committee can go over them. 

Mr. Tramvutow. I will try to get it to you. 

Mr. Kean. If we can look at the statement, perhaps we can put it 
in the record. 

Mr. Tramuto.o. Very well. Thank you. 

Mr. Curtis. Have you dismissed the witness / 

Mr. Kean. Yes. 

Mr. Curtis. 1 would like to ask just one or two questions, if I may. 

Mr. Kean. Mr. Tramutolo, would you return to the stand? Mr. 
Curtis has a few more questions he would like to ask. 

Mr. Tramvuto.o. That is all right. 

Mr. Curtis. Coming back to the handling of Mr. O’Gara in the 
office, is it true that you told him last January that he was not to 
look in any file in the United States attorney's office without your 
consent ¢ 

Mr. Tramvuroro. That is correct. 

Mr. Curtis. Had Mr. O'Gara talked to any members of the staff 
of this committee prior to that time? 

Mr. Tramvurovo. Of this staff? 

Mr. Curtis. Yes. 

Mr. Tramutorw. I believe he did. I think he arranged when Mr. 
Tobin first arrived for Mr. Tobin to contact him, before I saw Mr. 
Tobin. 
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I think Mr. Tobin talked to him before Mr. Tobin and I met. 

Mr. Curtis. What is the status of the Wagner case? 

Mr. Tramurovo. He has been indicted, and the case is set for trial. 

Mr. Curtis. Has there been some disposition not to prosecute ? 

Mr. Tramvuro.o. None whatsoever. 

I would like to say this in that regard, so that the record might be 
clear for this committee’s benefit. I asked the Attorney General to 
appoint a special prosecutor for the cases, the outgrowth of the in 
dictments from the collector of internal revenue’s office. 

The purpose of that, I think, is obvious to yourselves. I know 
some of the individuals, and to remove any possibility—if anything 
went wrong—we would never get any credit if we won the case, and 
so if anything went wrong I wanted no part of it so far as the office 
And I did that because I wanted no political connotations in con 
nection with the case. 

Mr. Curtis. Did you have a conversation with Mr. O'Gara in which 
you told him that Mr. Wagner was an old family friend and that you 
had assisted Attorney Marshall Leahy in the Bureau hearings in San 
Francisco ¢ 

Mr. Tramvurowo. No. 

I told Tom Hall of the Scripps-Howard paper, and Mary Craw 
ford. I didn’t tell O'Gara that. I don’t know that I ever told Mr. 
O'Gara. 

But that is true, Congressman. He is a life-long friend of mine, 
and I am very sorry that he has been indicted, but there is nothing 
I can do about it. 

Mr. Curtis. Did you tell Mr. Leahy that he should get in touch 
with Joseph Nunan in Washington, that he handled such matters? 

Mr. Tramvuvo.o. No. 

If you had my experience—and I assume you have—after the hear- 
ing here in San Francisco, because I was admitted before Treasury, 
I was assisting Mr. Leahy, who did not, I believe, have a Treasury 
eard. 

As you know, you have to have permission to practice before all 
departments of the Government. The fact that one is admitted to 
practice before the Supreme Court doesn’t permit vou to practice 
before Immigration, Treasury, Internal Revenue. 

So having that authority, I was there merely to assist him, and we 
had a three-board hearing—those men merely listened—at the In- 
ternal Revenue Department, 100 McAllister, in the Special Intelli- 
gence Office. They made no comment and I knew from previous prac- 
tice, from previous experience, that the reports then are sent to Wash- 
ington, and from the time the case went to Washington, I told Mr. 
Marshall Leahy, “You will now have to get a Washington attorney. 
There is nothing Ican do. I can’t go back there.” 

And Leahy didn’t want to go back, so Mr. Leahy made the arrange- 
ment to get someone back in Washington. 

Mr. Curtis. And who did he get ? 

Mr. Tramvutoro. I don’t know. Marshall Leahy is the attorney for 
the 49’ers, the great football team we have here in San Francisco, and 
I think he undoubtedly contacted George Marshall of the Redskins- 
you undoubtedly know something about them—and I think he con- 
tacted the Redskins’ attorney, and in that way obtained somebody 
in the District of Columbia. 
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Mr. Curtis. Do you know whether your predecessor, Mr. Hen- 
nessy, sought approval of Washington to not prosecute the Wagner 
case ¢ 

Mr. Tramurowo. As to that I don’t know. 

Mr. Curtis. Did Mr. McMillan ever discuss it with you? 

Mr. Tramvuto.o. He did not, until the day that we received notifi- 
cation from Washington, wanting to know what had been done with 
the case. 

And the very next day McMillan presented it to the grand jury for 
indictment. I think it was within a dv: y or two. 

Mr. Curtis. Have you been pretty busy over at the United States 
attorney's office ¢ 

Mr. Tramvuto.o. Very busy. 

Mr. Curtis. Tremendously busy ¢ 

Mr. Tramvutro.o. Tremendously. 

And to the contrary, that no income-tax cases have been sent by 
Washington, of course, that is the rankest kind of a delusion, because 
we are getting quite a number of cases. 

Mr. Curtis. Everybody is busy / 

Mr. Tramutoio. Everybody is busy. 

Mr. Curtis. Understaffed / 

Mr. Tramuto.o. Very understaffed and underpaid. 

Mr. Curtis. And still the taxpayers are paying Mr. O'Gara, and you 
assume the responsibility of not assigning him any duties? 

Mr. Tramvuroio. Well, I am sure, Congressman—I know that you 
asked me that question before—that when the Attorney General 
understands my position he will not remain on the staff. And in the 
meantime, because he cannot work with the other members of the 
staff, I have not assigned him anything. 

He had civil matters up to about the latter part of December. 
Commander Collett told me that he came in and went into his office 
and found a lot of claims on civil matters, that he has done nothing 
with him, and he took the entire files and turned them over to a new 
assistant. 

Mr. Curtis. As a matter of fact, he has rendered faithful service 
during his term of office here; has he not? And he has successfully 
handled a number of cases ? 

Mr. Tramvuro.o. I am not qualified, and don’t want to make any 
comment on that, Congressman. 

I think he has great possibilities. 

Mr. Curtis. Yes; and you have confidence in the opinion of Mr. 
MeMillan ? 

Mr. Tramvuroto. Absolutely. 

Mr. Curtis. Mr. McMillan told us yesterday, made reference to 
some cases successfully handled by Mr. O'Gara. It seems to me quite 
an epidemic of having Government employees assigned with no duties 
whatever when something happens that certain other people in the 
office do not like, and I just do not believe that the taxpayer should 
be called upon to pay anybody, and then have that person denied the 
right to work. 

That is all. 

Mr. Tramvuroto. Congressman, may I make this comment on that ? 

Mr. Curtis. Yes. 





2402 INTERNAL REVENUE INVESTIGATION 


Mr. Tramvutoro. If you were in my position, you would do the ver, 
thing I amdoing. I wish you knew my position. 

Mr. Curtis. Is your position in accord with instructions and regu 
lations from Washington ? 

Mr. Tramvurovo. In what respect? He is still on the payroll. | 
am not keeping him on the payroll, because I can’t fire him. 

Mr. Curtis. Are there any regulations that permit you to take al! 
duties from an assistant United States attorney that has not bee) 
removed ? 

Mr. Tramvrovo. I have done so because, as I say, I feel that he 
cannot work with anyone in the office. 

Mr. Curtis. Is that action pursyant to any regulation giving you 
that authority ? 

Mr. Tramvurowo. I think I have that authority. I may be assum 
ing, may be going a little far, but I am doing it, and I am standing 
my ground on it. 

Mr. Kean. You are succeeding in delaying the Government's busi 
ness by doing it. 

Mr. Tramvutoio. None whatsoever. We are moving our calendar 
quite well with the short staff that we have. We are moving our cal 
endar pretty well. There has been no increase in crime in this entire 
district—one of the largest in the United States—which I govern, 
from Monterey County to the Oregon line, about 500 miles or more, 
and from the Pacific coast to the Nevada line, about 200 miles. 

Mr. Kean. You say that everyone on your staff would not work 
with Mr. O'Gara ¢ 

Mr. Tramvuro.o. I would say that practically everyone that has 
been there who would be regarded as good lawyers on the staff; yes. 
Practically everyone. I haven't met one—— 

Mr. Kean. How many of those are there ? 

Mr. Tramvurowo. I have about 12 assistants. 

Mr. Kean. About 12, and all 12 of those would not work with Mr. 
O'Gara’ Why? 

Mr. Tramuro.o. About seven. 

Mr. Kean. On account of what, that he did not quite play the game 
in trying to bring about justice ¢ 

Mr. Tramvuro.o. That isn’t true, Congressman. That is what I 
say in my statement. Iam not playing politics for anybody. I don't 
have to have this position to play politics for anybody. That goes 
from the President down. Iam here to doa duty. I have a reputa- 
tion to maintain in this district, and I don’t have to take orders from 
anybody, political or otherwise, and I am not pulling any punches for 
anybody, because I would make myself look stupid if I did, with all 
of these investigations. I am not covering up anybody, and I 
wouldn’t be that stupid, to try to protect anyone because of political 
reasons. 

Many persons have been indicted since I have been in office that 
are in the same party that I am, but I am not going to refrain from 
doing my duty, what I have taken my oath of office to do. 

Mr. Kean. I have been unable to determine why it is. then, that 
nobody will use the talents of Mr. O'Gara. Is it inefliciency, lack 
of brains? 

Mr. Tramutoto. May I make this suggestion, Congressman / 


Mr. Kean. Yes. 
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Mr. Tramvuroio. I would like to have you call a few of my staff, 
Commander Collett, a man who has served overseas. I would like 
to have you call Mr. Karesh, Mr. Macklin Fleming, who has been 
doing an outstanding job. Call Mr. Robert Peckham, McMillan. I 
don’t know that I could mention any better group than those. 

Mr. Kean. We may have some of those people before us. Thank 
you. 

Is Mr. O'Gara here now’ Mr. O'Gara, you have previously been 


sworn. 


TESTIMONY OF CHARLES O’GARA, ASSISTANT UNITED STATES 
ATTORNEY, SAN FRANCISCO, CALIF.—Resumed 


Mr. Scuacuner. Mr. O'Gara, you have previously been sworn, 
have you not ¢ 

Mr. O’Gara. That is correct. 

Mr. Scuacuner. Mr. O'Gara, I understand that you wish to make 
certain statements in refutation of certain testimony that has been 
presented to this committee ¢ 

Mr. O'Gara. Yes. With particular reference to certain statements 
made by Mr. McMillan. 

The committee has been very kind to afford me this opportunity and 
| appreciate it. I have been given a copy of the transcript of Mr. 
McMillan’s testimony of yesterday and while I have not reviewed the 
entire thing, because of the length of time since I first testified, I feel 
that I any prepared to answer the principal matters which I believe 
require answer. 

Mr. Scuacuner. Just tell us what is the first matter which you 
would like to answer. 

Mr. O'Gara. The first matter that I would like to answer is the 
matter of the authority of myself in my capacity as assistant United 
States attorney. 

Mr. Scuacunenr. I take it that very elaborate legal argument was 
had about that before Judge Fee, and I am sure this committee will 
want to abide by Judge Fee's decision or some appellate court’s de- 
cision, and I do not think, unless the chairman feels differently — 

Mr. Kean. I do not see any reason for discussing that. 

Mr. Scuacuner. That we need to have this legal argument. 

Mr. O’Gara. There was a charge directed to me by Mr. McMillan. 

Mr. Scnacuner. That was not a charge. I understand it was 
solely a disagreement of law, and lawyers constantly disagree about 
that. 

Mr. O'Gara. I think it is appropriate to point out to the committee 
that despite the disagreement on the point of law by Mr. McMillan 
and the disagreement apparently being that he represented—— 

Mr. Scuacuner. Mr. O'Gara, we do not have to go into the conflict 
of views of the law. 

Mr. O'Gara. I think we have to go into the truth, Mr. Schachner. 
ind Tam here to give it. 

Mr. Kean. I do not see any point, Mr. O’Gara, in going into that. 
You feel, as I understand it, that you were perfectly justified in doing 
what you did. Mr. McMillan thinks that you were not. That is a 
q lestion of law, and not a question of what we are looking into. I do 
not see why we should argue this question of law right here. 
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Mr. O'Gara. I don’t wish to argue the question of law, Mr. Kean. 
I merely want to point out that the positions taken by Mr. McMillan 
before this committee, and before Sead Fee, were totally inconsistent, 
in my opinion. 

Mr. Scuacuner. That is perfectly all right. 

Mr. Curtis. Let us let him proceed, just briefly. 

Mr. Kean. Very briefly. 

Mr. O'Gara. Very briefly. I won’t take any time at all. 

In substance, Mr. McMillan represented to this committee that it 
was his opinion that I had absolutely no authority to do what I did, 
In short, before Judge Fee, when the suggestion was made from the 
bench that he dismiss the indictment if that was his view, he did not 
do that. Quite contrary to his view, if that is his view, Mr. Fleming, 
assistant United States attorney, took the position that I have the 
authority, that there was no question from a legal standpoint as to 
my authority. I cannot deem Mr. Fleming as having made that 
representation without the authority of Mr. McMillan—the incon- 
sistency that I want to point out to the committee. 

I would also like the record to reflect as a starting point the authority 
which I have possessed in my office and still possess. 1 submit that, if 
the committee permit, my commission from J. Howard McGrath be 
read into the record. 

Mr. Byrnes. Mr. O'Gara, that is the standard type of commission, 
is it not? 

Mr. O’Gara. In substance, but I think we have lost sight of funda- 
mentals, Mr. Byrnes. We started in the record with my legal position, 
which has not changed since my commission. I think it would be 
helpful. I don’t want to waste the time of the committee, and my 
presentation will be brief. 

Mr. Byrnes. All right. 

Mr. O'Gara. May it be put in the record? 

Mr. Kean. All right; read the pertinent words. 

Mr. O'Gara (reading) : 

J. Howard MeGrath, Attorney General of the United States of America 
To all who shall see these presents, greeting: This is to certify that Charles H. 
O’Gara of California has been appointed assistant United States attorney for 
the northern district of California and is authorized and empowered to execute 
and fulfill the duties of that office according to the Constitution and the laws of 
the said United States, and to have and to hold the said office with all the powers, 
privileges and emoluments to the same of right appertaining to him, the said 
Charles H. O’Gara, during the pleasure of the Attorney General. Executed by 
Peyton Ford and J. Howard McGrath, Attorney General. 

Mr. Byrnes. For the record, that was in full force and effect on 
May 16, 1951. 

Mr. O'Gara. That is right. 

Mr. Curris. It is still in effect. 

Mr. O'Gara. It is still in effect. I have received no communication 
from the Attorney General. To the contrary, in communication with 
the successor to Mr. Ford, who resigned, I believe, August 31, 1951, 
I have had a telephone conversation with Mr. Vanech, who is in his 
position, and on December 20, Mr. Vanech stated to me in this tele- 
phone conversation that in his opinion I had acted at all times in 
the best interests of the Government, and that he was certain that the 
difference in personalities, as he termed it, would be straightened out 
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and that an assignment would be worked out for me. I never have 
received such an assignment. 

Mr. Curtis. What is your salary? 

Mr. O’Gara. My salary is now approximately $5,200 a year, I be- 
lieve. 

Mr. Curtis. And how long has it been since you have been assigned 
any regular work ¢ 

Mr. O’Gara. It has been since August 31. That brings me directly 
to a point which Mr. McMillan made yesterday. Without specifyin 
the page, I think in substance he said that from May 16 forwar 
he had a changed attitude toward me, and that therefore there would 
be no work assigned to me. I think that that is a misstatement. Mr. 
MeMillan, quite the contrary to what he said yesterday, in fact actually 
did assign to me prior to May 28 and after May 16 the preparation 
and filing of the motion to consolidate the MacInnis indictment, and 
the records of the district court will show that I filed that motion to 
consolidate in the district court on May 28, and on June 1 I filed sup- 
porting points and authority. That was at the express direction of 
Mr. MeMillan, and certainly at all times prior and since May 16 I have 
obeyed the direction of my superiors. 

There was some suggestion in Mr. McMillan’s testimony that he 
had made it clear in a statement to the grand jury that I was proceed- 
ing without authority. I think a close examination of that transcript 
will show not that he stated I was proceeding without authority, but 
that he disapproved of the procedure as such. 

Mr. Byrnes. Mr. O'Gara, I think you should be given every op- 
portunity to explain your position in any of these matters. However, 
as one member of the committee, I think that we understand what 
the situation is as far as the contentions on your part, and the con- 
tentions of Mr. McMillan, and as far as the authority that you had 
before the grand jury, and whether you were exceeding and not ex- 
ceeding, and different peoples’ views. I dislike to see us keep con- 
tinuing in that area, which I do not think is going to be resolved by 
either one of you, because you are all going to hold to your posi- 
tions. 

Mr. O'Gara. I appreciate if the committee has that feeling that 
there is no necessity of continuing. But I do think that there has 
been a serious representation in Mr. MeMillan’s remarks as to the 
operation of the United States attorney’s office. If you are going to 
believe the presentation made by Mr. McMillan yesterday, I am given 
to understand by my review of his remarks that the United States at- 
torney’s office was a well ordered, well disciplined and carefully 
organized unit of the Justice Department. 

l am prepared to state unequivocally that was not the fact when 
I came into the oflice, nor was it the fact on May 16. I have no 
opinion as to what the condition is now. But in reference to the 
condition of the office, and the actual operation of the office as of 
May 16, and during all of the time prior to May 16 that I served, I 
direct the attention of the committee to the report of the retiring Fed- 
eral grand jury of November 1947 term. That report was set forth 
in the Recorder, the San Francisco legal publication, on February 26, 
1948. I think there are portions of it which provide not Mr. McMil- 
lan’s view or my view, but the views of 23 people who reported the 
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writings in the district court about the conditions of the United States 
attorney’s office. With the permission of the committee chairman, 
may that be read? 

Mr. Kean. How long is it? 

Mr. O'Gara. I should think I could read it in about 214 minutes. 
I am only going to quote pertinent portions. 

Mr. Byrnes. Yes. Let us see it. 

Mr. O'Gara. The portions which are quoted are marked in red ip 
front and rear. 

Mr. Kean. The portions which you wish to read are marked in re: / 

Mr. O'Gara. Both on the front and the reverse. 

Mr. Curtis. When did you go into office ? 

Mr. O’Gara. December 9, 1949. 

Mr. Curtis. These were conditions prior to the time you went in’ 

Mr. O'Gara. Yes; and those are the conditions that 1 found in exist 
ence when I served prior to May 16. 

Mr. Kean. The committee will receive this, look it over, and see 
whether it ought to go into the record, but I do not see any point 
in reading it at this point. 

Mr. Byrnes. This refers to a condition, Mr. O'Gara, found to exist 
in 1948. 

Mr. O'Gara. I believe it would be 1947, 1948, and, in my opinion, 
existing when I went into the office, and continuing as of May 16. 
The most important item that has come to my attention in connection 
may I continue, with the permission of the committee / 

Chairman Kine. Yes. 

Mr. O'Gara. The most important item which I think requires refu 
tation before this committee was the suggestion, as I understand it, by 
Mr. MeMillan, that I made a serious charge against District Federal! 
Judge Theodore Roche. That is not correct. Michael J. Roche and 
Mr. Frank J. Hennessy. 

Mr. Byrnes. I would like to have you explain that in detail. 

Mr. Kean. Yes. 

Mr. O’Gara. Mr. MeMillan indicated—from my understanding of 
the transcript—he would not go into the details of the statement be 
cause of the secrecy provision of rule 6. Therefore, I am going to 
speak generally, but of course referring in general to the specific 
occurrence of that morning. 

On May 16, prior to the time that Mr. McMillan entered the room 
and during the time he was there, too, the question was raised as to 
whether or not it would be advisable for the grand jury to go down 
and consult a judge. This question was raised by Mr. McMillan first. 
I replied to that question in substance as follows: I did not see that, 
as a legal proposition, there was any necessity for a consultation with 
the district judges in respect to the matters which the Seward jury 
wished referred to the grand jury. I stated at that time that in my 
opinion the position of the district court would be that the grand jury 
legally would have to decide for itself what matters it was going to 
investigate, and that the United States attorney likewise would have 
that decision. 

Mr. McMillan made the suggestion that they might go and see Judge 
Roche, and I said, referring to that specific suggestion, that in my opin- 
ion Judge Roche would advise the grand jury, if the grand jury were 
to go to Judge Roche, that the decision rested with the office of the 
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United States attorney as to what matters the grand jury might take 
up, and with the grand jury itself, and I referred the grand jury to 
the fact that Mr. Edward Montgomery had come to me and told me 
a few days previously that in a discussion with Judge Roche regard- 
ing the subject matter of the Internal Revenue scandal, he had asked 
Judge Roche whether or not Judge Roche would direct a grand-jury 
investigation, and Judge Roche had told Mr. Montgomery that it was 
entirely up to the United States attorney’s office, and that if Mr. Mont- 
comery wanted to do something about it, he should speak to the United 
States attorney’s office, but not to the district court. 

Mr. Kean. Mr. O'Gara, that is the same testimony you gave us 2 
or 3 days ago, approximately. 

Mr. O'Gara. It was in the evening, I believe. 

Mr. Kean. The question is, did you make any derogatory refer- 
ence to Judge Roche as has been testified by others here ¢ 

Mr. O'Gara. No; quite the contrary; I made it very plain that, 
in my opinion, Judge Roche entertained the sound legal view of the 
grand jury situation. 

I might refer to one further fact in that respect. Some time after 
May 16 I had a trial before Judge Roche and at the conclusion of the 
trial Judge Roche-—— 

Mr. Byrnes. I do not know what this testimony is which you are 
going to give, but let us stay on May 16 for the time being. 

Mr. O'Gara. It refers to that. 

Mr. Byrnes. It refers back to it. Did you make any statements 
at all to this grand jury which would impute that either Judge Roche 
or Mr. Hennessy had in any way acted to obstruct justice, or that 
might tend to obstruct justice ? 

Mr. O’Gara. In respect to Judge Roche, I did not, and I cannot 
recall any statement in respect to Mr. Hennessy. I stated to the 
grand jury at that time that they should call Mr. Hennessy and they 
should call Mr. Seward to find out just exactly what the difference 
was in Mr. Hennessy’s view of grand jury powers, and in my opinion 
the sound legal view of the grand jury powers. Again I think, and 
I believe now as I did then, that the best testimony on that should 
come from Mr. Seward, who had that discussion. The recommenda- 
tion was they hear either Mr. Seward or Mr. Hennessy in respect to 
the conduct of the Seward grand jury to find out first hand exactly 
how grand juries, and particularly the Seward grand jury, had been 
handled in this district. 

Mr. Curtis. Now, I want to ask you a question in reference to Wild 
Wednesday. To your knowledge, was there ever any statement or 
remark or word spoken that would in any way suggest or infer or 
cause any reasonable person to believe that a Federal judge or Mr. 
Hennessy might be indicted by that grand jury sitting that day? 

Mr. O’Gara. None that I can recall; absolutely not. I certainly 
did not seek the indictment of any Federal official on that occasion, 
nor have I as a matter of fact since. 

Mr. Curtis. There was no reference to any such thing at all? 

Mr. O'Gara. No; no such proposal was even intimated. 

Mr. Curtis: That is all. 

Chairman Kine. Mr. O'Gara, have you ever indicated or said to 
anyone anything, the nature of which would have indicated that any 
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Federal judge here had been or would be willingly a party to the ob 
struction of justice or had so acted? 

Mr. O'Gara. Iam not sure I understand you. 

Chairman Kine. Have you ever indicated that any Federal judge 
in this district had or perhaps would be a party to the obstruction of 
justice ? 

Mr. O'Gara. I don’t understand what is meant by the phrase 
“obstruction of justice.”. Do you mean generally the obstruction of 
justice ? 

Chairman Kine. Yes. 

Mr. O’Gara. No; I don’t recall any such indication at all. 

Chairman Kine. Specifically, the obstruction of justice. 

Mr. O'Gara. No; I don’t remember. I remember that there has 
been discussion on several occasions; I am confident there have been 
several discussions on occasion of the handling of the Seward grand 
jury before Judge Goodman; and in all of that discussion, and where 
and whenever it may have occurred, the discussion has been limited 
to a recital of the acts that have actually occurred. But I believe | 
have carefully avoided any official opinion of any sort in that respect. 

Chairman Kina. Very well. Proceed, Mr. Counsel. 

Mr. Scuacuner. Mr. O'Gara, you told the committee here that you 
suggested to the grand jury that they call Mr. Hennessy and Mr. 
Seward as witnesses under powers of the grand jury. Did I under- 
stand you right? Could you answer that for me? Did I understand 
you right ? 

Mr. O'Gara. If I said powers, I didn’t mean powers. I meant con- 
duct of the grand jury. I think I said conduct of the grand jury. 

Mr. Scuacuner. As to the proper conduct of the grand jury / 

Mr. O’Gara. As to the conduct that had actually occurred in this 
district, and the efforts of Mr. Seward to obtain an investigation. 

Mr. Scuacuner. But you were not going to have Mr. Hennessy 
testify as an expert on questions of law? You were not going to ck 
that ¢ 

Mr. O’Gara. I don’t recall whether that came up or not. 

Mr. Scuacuner. Was it in your mind that you were going to have 
him testify as an expert on law? 

Mr. O’Gara. No. I was interested in the factual presentation. But 
if that question were asked, I certainly would regard Mr. Hennessy as 
capable of answering any questions. 

Mr. Scuacuner. Yes, but what I am trying to get at, would you 
have him get up there under oath and give his statement as to the law / 

Mr. O'Gara. No; I don’t think as a United States attorney either 
Mr. Hennessy or Mr. McMillan would testify as to the law under oath. 
On the other hand, I would think they would freely state to the grand 
jury their opinion of the decisions and rules guiding grand juries. 

Mr. Scuacuner. Yes, but I had the notion here as if you felt that 
Mr. McMillan had under oath misstated the law, possibly not deliber- 
ately so, and that you wanted to add the strength of your oath to the 
contrary. 

Mr. O'Gara. No. 

Mr. Scuacuner. Did I understand that correctly? 

Mr. O'Gara. No; I don’t think that was the situation. I think the 
situation was that a statement was made by Mr. McMillan, as I under- 
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stand it, that I made serious charges against Mr. Hennessy and Mr. 
Roche. 

Mr. Scuacuner. No; I am addressing myself to something that you 
said right at the beginning of your testimony which struck me as 
strange at the time. 1 thought I saw it repe: ited again in this portion 
of your testimony. That is the notion that people testify under oath 
as to their versions of law. 

Mr. O’Gara. As a lawyer, Mr. Schachner, I have never entertained 
such a notion. 

Mr. Scuacuner. That is good. 

Mr. O'Gara. I think the law is what the court decides that it is. 1 
think as assistant United States attorney, I have the duty, so does Mr. 
Hennessy and Mr. McMillan, of knowing and having an opinion as to 
law, and giving that opinion when asked for it, but not under oath. 

Mr. Scuacuner. I did not know. 

Mr. O'Gara. I would be happy to answer any question about law 
under oath if you have any. 

Mr. Scuacuner. Not immediately. 

Mr. O'Gara. All right. 

Mr. Scuacuner. Did you ever say that Judge Roche had obstructed 
justice? Did you or did you not say that? 

Mr. O’Gara. No; I certainly do not recall ever having made the 
statement that Judge Roche obstructed justice. Quite the contrary, 
on May 11, when Mr. Seward appeared before Judge Roche for an 
extension order, the conversation that took place was to the effect, 
from Judge Roche asking Mr. Seward whether or not the jury had 

Mr. Scuacuner. Forgive me for interrupting you, Mr. O'Gara, 
but I think a nice categorical denial that you never said it will do for 
our purpose. 

Mr. O'Gara. Fine. No. 

Mr. ScHacuner. You never said it ? 

Mr. O’Gara. I certainly don’t recall saying that, no. 

Mr. Scuacuner. Did you ever say that Mr. Hennessy obstructed 
justice? Yes or no? 

Mr. O'Gara. I don’t remember whether I did or not. I could have. 

Mr. ScHacuNer. You could have? 

Mr. O'Gara. But I don’t remember. I don’t remember making 
such a statement. Of course, you know what the facts are on that 
situation, I am sure. 

Mr, ScHacuner. Yes. 

Mr. Kran. Mr. Schachner, may I ask at this point, did you say that 
before the grand jury ? 

Mr. O’Gana. I don’t recall saying that before the grand jury at all. 

Mr. Kean. You certainly would have recalled if you had said it 
to the grand j jury that Mr. Hennessy was obstructing justice? 

Mr. O’Gara. Certainly. 

Mr. Kean. So you did not say to the grand jury at that time that 
Mr. Hennessy was obstructing justice ? 

Mr. O'Gara. No; that is correct. 

Mr. Scuacuner. But you did before this grand jury before whom 
you were on May 16, 1951, discuss the conduct of Mr. Hennessy with 
respect to the Seward grand jury, did you not? 

Mr. O'Gara. I referred to it, and suggested the grand jury call 
him or call Mr. Seward. 











2410 INTERNAL REVENUE INVESTIGATION 


Mr. Scuacuner. Can you explain just very briefly how the matier 
of Mr. Hennessy’s conduct with respect to the Seward grand jury was 
relevant to these Internal Revenue matters about which you wanted 
to submit evidence? Can you explain that to us? 

Mr. O’Gara. Certainly. The reference that I made and was pre- 
senting to the Taylor grand jury came from the Seward grand jury. 
Their experience was entirely relevant, in my opinion. 

Mr. Scuacuner. That is, not only did you feel that you had to te|| 
the ‘Taylor grand jury that you were here before the Taylor grand 
jury because the Seward grand jury had sent you, but you also 
felt that you had to tell the Taylor grand jury the whole tale of woe 
about what Mr. Hennessy had done, and Mr. Seward had done, aid 
so on? 

Mr. O’Gara. There is no tale of woe about that. That is a recital] 
that may take time, Mr. Schachner, but I don’t regard it as a tale of 
woe, and I did advise the jury if they wanted to know about the 
conduct of grand jury business in this district, they might call Mr. 
Seward and call Mr. Hennessy, too, and find out just how things 
worked. 

Mr. Scuacuner. I take it you wanted them to investigate thie 
charges contained in the bill of particulars, did you not? 

Mr. O'Gara. Yes; I did. 

Mr. Scuacuner. Was there anything in that bill of particulars 
about how Mr. Hennessy had treated Mr. Seward or Mr. Seward 
treated Mr. Hennessy ? 

Mr. O'Gara. No. But the question came up, Mr. McMillan raised 
the question, in suggesting that before they do anything at all, before 
the Taylor jury do anything at all, before they hear any presentation 
from me, they should instead review the position of the grand jury, 
and so forth and so on, and they should consult with the district 
judge. They should do one thing or another before they commence: 
an investigation. And I was emphasizing at that time that if the) 
wanted to talk about the position of the grand jury, they ought to 
consider the experience of the Seward jury and what had happened 
in the Seward jury, and find out from Mr. Hennessy and Mr. Seward. 

Mr. Scuacuner. Did you suggest to the grand jury that it should 
not consult a judge? 

Mr. O'Gara. No, no, no. 

Mr. Scuacuner. Did you tell them, “Look at these terrible things 
that happened to the Seward grand jury, as soon as they started con 
sulting anybody”? 

Mr. O'Gara. No, no, no. I suggested there was no necessity at that 
time, and emphasized that Mr. McMillan—and that certainly I don't 
think is borne out in his testimony—emphasized that at all times the) 
must look to Mr. McMillan as their legal adviser, and that I was simply 
delivering a message from the Seward jury, and at the conclusion of 
that message they should hear Mr. McMillan, and I am unable to find 
in his testimony any explanation of why he did not trust the Taylor 
jury to hear him out ates they heard me out, because that was the 
express condition upon which they heard me. They would hear Mr. 
McMillan, after they heard me, before they decided on any course 
of action. 

Mr. Scnacuner. Certainly there was nothing illegitimate in a 
lawyer or a prosecuting attorney appealing to a court for interference 
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even though it might be that his desire for interference was il] 
founded, even though conceivably the court’s action might be ill 
founded. But certainly every lawyer, when he sees something that 
he thinks calls for court intervention, has every right to turn to a court 
to intervene ; or do you not agree with that proposition ? 

Mr. O'Gara. I would have to know the basis of the intervention. 

Mr. Scuacuner. Are you suggesting that there was anything im- 
proper about the basis of the intervention here ? 

Mr. O'Gara. I think that if the intervention was based upon what 
Mr. MeMillan said it was, then the only thing that was required was 
an order to Mr. O’Gara to come to the court or remove himself from 
the grand jury. Instead the order was an order which stopped the 
grand jury and contains no reference to me, as I recall it. I looked at 
that order in the district court, incidentally, and I could not find it 
on file. As I understand it, it was never filed. I am referring to the 
order of May 16 calling the Taylor grand jury down. 

Mr. Scuacuner. In your opinion, I take it, whatever order was 
made was not proper? 

Mr. O'Gara. Just a moment, please. 

Mr. ScHacuNner. Excuse me, please. I have not quite finished my 
question. I thought that was what appellate courts were here for. 
If you had anything to complain about in Judge Goodman’s orders, “I 
think it was not proper,” that could be appealed. I understand con- 
stantly appellate courts reverse the orders of lower courts, and 
that is the way to go about it. Is there anything else on this matter? 

Mr. O'Gara. I don’t suggest that the order of Judge Goodman was 
improper. I do say I don’t understand it. I don’t know whether 
it is proper or tmproper. 

Mr. Scuacuner. Frankly, has anybody ever called upon you to 
determine whether the orders of judges in this district are proper or 
improper ¢ 

Mr. O'Gara. Oh, my, yes. We have had instances in which I was 
directed to appeal questions. 

Mr. Scnacuner. but it is the court of appeals that ultimately passes 
on that subject. 

Mr. O'Gara. But before the court of appeals ever decides a question 
of that kind, Mr. Schachner, I think you will agree that some attorney 
had to say that there is a question, and has to raise a question. Mr. 
Tramutolo saw fit not to raise a question as to the May 16 order of 
Judge Goodman, and the course of action that you suggest would 
depend upon his decision. 

Mr. Scuacuner. At any rate, you do not seem to have any special 
complaint about the order which was made. 

Mr. O’Gara. I have no special complaint against the order as 
such because it is the judicial process of this court. I do have a 
serious question as to the necessity of the order on the ground that 
Mr. McMillan advances for the order. His grounds are that I ex- 
ceeded my authority. 1 think the simplest and direct order would 
be that I be ordered out of the grand jury, of course, ordered out of 
office. But that had not happened, and did not happen on May 16. 
I may add that, on May 22, Judge Goodman in his chambers discussed 
thismatter. Do you want to go into that? 

Mr. Scuacuner. No, sir, not yet, unless it should later become 
relevant. But the thing that I would like to ask you about, it is 
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perfectly clear that you and Mr. McMillan disagreed as to the scope 
of your authority. That happens very frequently that lawyers dis- 
agree on questions of law, does it not ? 

Mr. O'Gara. Yes, But I was at all times willing to abide by Mr. 
MeMillan’s decision as to what grand jury action might be taken 
after the matter which I had said I would present was presented, and 
that is in the record. I did not preempt Mr. MeMillan’s position, nor 
suggest that my word was final. It is not final here, nor has it been 
at any other time. 

Mr. Scuacuner. Mr. MeMillan did not precisely make an agree- 
ment with you, right or wrong, he wanted to vindicate his authority. 
He chose such methods as he deemed fit. These methods included 
a court order. Can you suggest anything that was improper about 
his application to a court or that there was anything improper about 
the court order which was ultimately obtained? And by “improper,” I 
do not mean a mistake of law. Are you willing to suggest 

Mr. O'Gara. What do you mean, if you don’t mean a mistake of 
law ? 

Mr. Scuacuner. I mean that he used any improper or unethical 
means to obtain that order. 

Mr. O'Gara. I have no idea of the manner in which he obtained the 
order or the circumstances. That has never been told to me. I can 
have no opinion therefore. I do know that the order was issued. I 
do know—— 

Mr. Scuacuner. Mr. O'Gara, just 1 minute. You say you have 
no opinion because nobody told you. Is it incumbent upon lawyers 
in this district to come around and tell you every time, “We didn’t 
use anything in the way of unethical means or in the way of improper 
means” ? 

Mr. O'Gara. No. Before I answer your question, I would like to 
know what I am talking about. You tell me all about the cireum- 
stances in which this order was secured and I would be very happy 
to talk to you about it. But I can’t talk to you about the propriety of 
the order without knowing exactly what was said and how it came 
about that the order was secured, 

Mr. Byrnes. Mr. Schachner, would you step up here a minute. 

(Discussion off the record.) 

Mr. Scnacuner. One further subject, Mr. O'Gara. 

Mr. Byrnes. Before you move to a further subject that he might 
have, there are two areas that I would inquire about, Mr. Schachner. 

You subpenaed Mr. McMillan, I understand, to appear before—was 
it the Seward grand jury? . 

Mr. O'Gara. Yes, May 11. 

Mr. Byrnes. And bring certain records with him. What was the 
basis upon which you felt it was necessary to subpena an assistant 
United States attorney ? 

Mr. O'Gara. The experience that I had had with Mr. MeMillan in 
working with the Seward grand jury was that he would evade ques- 
tions and he would evade problems continually. And the problem 
that confronted the Seward grand jury on May 11 was, I think I have 
testified previously, just what had happened to the internal-revenue 
indictment of James Martin MacInnis. I felt that the way to answer 
that was to answer it with the record, and if the record were subpenaed 
in Mr. McMillan’s possession, we would have the answer. There was, 
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of course, nothing personal intended in the subpena. The important 
thing was the record. It was a subpena duces tecum. 

Mr. Byrnes. As far as the file was concerned, could you not bring 
the MacInnis file down to the grand jury? 

Mr. O'Gara. No. In the way that the internal-revenue cases were 
handled in the United States attorney’s office, all internal-revenue cases 
files open and closed as of May 16 were in the possession of Mr. McMil- 
lan under lock and key. He garnered those when they originated in 
the ollice and maintained close custody. 

Mr. Byrnes. This is prior to May 16? 

Mr. O'Gara. May 11. The same is true of May 11. As far as I 
know, from the time I first came into the office, as I testified previously, 
one of the first things I did was to appear on an internal-revenue case 
in connection with the Lehigh matter. In that matter I learned that 
the file was not considered an ordinary file; because it was an internal- 
revenue case, it was kept by Mr. McMillan in his office. All of the 
other files are kept usually in the clerk’s office when they are not in 
use. Mr. McMillan’s case files were kept by him at all times. 

Mr. Byrnes. Did you ever make a request of Mr. McMillan to bring 
the MacInnis file before the Seward grand jury ? 

Mr. O'Gara. No; I did not, because I—no; I did not do that. 

Mr. Byknes. Mr. McMillan testified yesterday, or when he last 
appeared before this committee, that you had talked to him about the 
MacInnis matter, and told him that the Seward jury was interested 
in the case, and that he advised you to talk to Mr. Campbell; is that 
correct ¢ 

Mr. O'Gara. Yes; that is correct. 

Mr. Byrnes. Did you talk to Mr. Campbell ? 

Mr. O'Gara. I tried to get Mr. Campbell. I think I testified earlier 
that, as a matter of procedure, I asked Mr. McMillan to arrange the 
appointment with Mr. Campbell, and it was after I made that request 
that Mr. McMillan turned to me, “Charlie Campbell does not want to 
talk to you about this matter.” He gave me short shrift. 

Mr. Byrnes. In other words, after that conversation that Mr. Me- 
Millan referred to you had further conversation with him concerning 
the presentation of the MacInnis matter to the Seward jury, and he 
told you that Mr. Campbell did not want to open up the matter at all? 

Mr. O'Gara. He didn’t care to talk to me at all. 

Mr. Byrnes. Who are you talking about? 

Mr. O'Gara. Mr. Campbell. That is correct. 

Mr. Byrnes. Mr. Campbell did not want to talk to you about it? 

Mr. O'Gara. Yes. 

Mr. Byrnes. Mr. McMillan told you that? 

Mr. O'Gara. Mr. McMillan stated that. 

Mr. Byrnes. He gave you that message from Mr. Campbell? 

Mr. O’Gara. Yes. 

Mr. Byrnes. Now, the other matter, did Mr. Tramutolo ever talk 
to you about the events of May 16 after his return to San Francisco 
from Washington ? 

Mr. O’Gara. In detail. : 

Mr. Byrnes. He did talk to you about it? 

Mr. O’Gara. Yes. 

Mr. Byrnes. When? 
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Mr. O’Gara. On May 25 I addressed—first, I talked to Mr. Tramu- 
tolo on the telephone when he was in Washington May 23, and at that 
time he instructed me not to go before the grand jury, the Taylor 
grand jury, which was meeting that day, and that the whole matter 
was in the hands of Mr. McMillan, and because Mr. MeMillan had 
been in the office for 20 years, he would rely on Mr. MeMillan’s view 
of the matter, and he would be in control. 

I then pointed out to him that, in view of the experience of the 
Seward grand jury with Mr. McMillan, I hoped we would have an 
opportunity to discuss the matter further when he returned. 

Prior to his return on May 25, I addressed a letter to him at his home, 
sketching the developments leading up to May 16, and May 16 itself. 

Upon his return, I saw him at the Fairmont Hotel, and he ac- 
knowledged receipt of that letter, and said that we “would get right 
down and talk this thing over, Charlie, just as soon as I get. back to 
the office.” There was some kind of testimonial dinner for him on 
that occasion. 

The next time I saw him was in his office. My recollection is that 
the meeting with him in his office was about June 1, about the first 
week of June. At that time I gave Mr. Tramutolo all of the files in 
this matter, and we discussed the bill of particulars, the so-called bil! 
of particulars, actually the document entitled “Recominended In 
vestigation.” Mr. Tramutolo, referring to the “Recommended In- 
vestigations,” said in substance, “Charlie, there is nothing here that 
can be investigated by the Intelligence Unit. We have this checklist. 
We have just turned the Intelligence Unit agents loose on it, and if they 
don't do the right thing, we have this to check on them.” 

I pointed out that unless the investigations were closely controlled 
by the grand jury, and controlled by the United States attorney’s of 
fice on the basis of past performance, the possession of the recom 
mended investigations list would not afford any check at all, because it 
was my experience that the Intelligence Unit representatives investi 
gating themselves had not uncovered any of these things. Mr. Davies 
and Mr. Blote in their testimony on May 11 made it clear to the Seward 
grand jury, in substance, without referring to details of their testi 
mony, that they didn’t know anything about these things, that their 
concerns in the office were on other matters. Mr. Davies was newly 
arrived—— 

Mr. Byrnes. Are you relating now what you told Mr. Tramutolo ! 

Mr. O'Gara. Yes. I went intoall of this with Mr. Tramutolo. Mr. 
Davies was newly arrived and was busy with the development of the 
Schino case, and so forth, and Mr. Blote was an auditor brought in 
from the outside, and he was not informed as to details of the bill of 
particulars. I noted at the time that Mr. Davies previously indicated 
in a memorandum to Mr. Heckert that he was—this was a memo- 
randum to Mr. Heckert, November 6, 1950, which arose out of the 
Davies case—that he was busily engaged in investigating the irreg 
ularities of his predecessor, Mr. Read, and yet when he appeared on 
May 11 before the Seward grand jury the substance of his experience 
was that he was busy with the Schino matter, and nothing was being 
done about the Kefauver committee exposures. 

Mr. Byrnes. So you discussed in detail the general operations as 
far as investigations that you could depend upon from the outside or 
from the Intelligence Unit? 
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Mr. O'Gara. And [ also pointed out, Mr. Byrnes, at that time, that 
I believed it was incumbent upon Mr. Tramutolo to check with Mr. 
Seward and find out first hand from Mr. Seward what the experience 
of Mr. Seward and the Seward grand jury had been with Mr. Mc- 
Millan. 

Mr. Byrnes. I see. 

Mr. Kean. After that conversation, did Mr. Tramutolo tell you that 
he therefore would not assign any more business to you? 

Mr. O'Gara. No: he didn’t say that, but he called me in on June 4, 
which was the day before the Seward grand jury—— 

Mr. Kean. This was the first week of June? 

Mr. O'Gara. Yes. I was called in on June 4. 

Mr. Kean. Is that after this conversation ? 

Mr. O'Gara. After the first conversation. On June 4, which was, 
I believe, a Monday, he called me in. That was the eve of the meeting 
that the Seward grand jury had scheduled, and they had scheduled it 
on May 11, and he said, “Charlie, you and Joe Karesh and Ernie Gen- 
try are all under investigation by the FBI, and therefore you are not 
to appear before the Seward grand jury.” He said, “Nothing is ever 
going to come of this, Charlie, but it 1s best that I take this thing over,” 
and at that time Mr. Gentry and Mr. Karesh were also present. Mr. 
Gentry told Mr. Tramutolo that he thought the whole thing was an 
absurdity, that the FBI's forces should be turned on an investigation 
of Mr. Karesh and himself and me. Mr. Karesh pointed out there was 
really no evidence against Ernie, and he should not get excited, and 
no evidence against Joe Karesh, but there is evidence against Charlie 
O'Gara, and that was going to be corroborated, and so it was a serious 
matter. 

At that point I said to Mr. Tramutolo, “Look, the situation is that 
if you believe the reports contained in this affidavit of Louise Haller, 
that I intimidated her, I want you to discharge me, because I don’t 
think I should remain in your office if you cannot trust me or believe 
in me.” 

Mr. Tramutolo said, “Oh, Charlie, there is nothing like that; noth- 
ing will ever come of this. Just let it blow off. We will take care of 
it. I will go before the grand jury and you don’t go before any grand 
jury until this matter is cleared up.” That was June 4, and on June 
> he advised the Taylor grand jury that I was under investigation, 
and therefore could not appear before them, and they immediately, 
I am told, advised him of their experiences with the United States at- 
torney’s office, and suggested that I be called anyway to assist him. 

Mr. Kean. To finish that, from that time on you were not assigned 
to any business ? 

Mr. O'Gara. I should add that there was a time on June 20 as a 
matter of fact when I went before the Taylor grand jury, contrary to 
what Mr. MeMillan’s testimony was. I presented three or four cases 
on June 20 before the Taylor grand jury with the authority of Mr. 
Tramutolo, but the work that I had in hand, the unfinished business, 
was not fully concluded until about, I think, August 31. I took a vaca- 
tion from approximately July 10 to August 8, and after my return 
on August 8 I went to Mr. Tramutolo and I suggested to him that in 
view of the fact that the Internal Revenue investigation was still going 
on and the Taylor jury was still in harness, perhaps some kind of re- 
assignment should be made. I asked him particularly if I might be 
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permitted to work on admiralty or Federal-court claims cases ex- 
clusively. 

At that time he said, “Charlie, you know this investigation, you 
never know what they are going to find. I can’t understand why Bob 
MeMillan doesn’t want to have it done. He has been going at it 
a long time. There is no reason. Wait until we get rid of this jury, 
When we get rid of this jury, it will blow over and maybe you will vo 
back on criminal matters.” He said, “I am going to reorganize the 
office. Mr. Collett is going to come back and take charge of the civil 
side, and when he is back, we will see if you can’t have a civil assign- 
ment.” 

That conversation, as I say, took place on August 8. I took one or 
two trials, between the 8th and 31st, appeared before the Senate com- 
mittee on the 31st, returned September 5, and sometime after Septem- 
ber 5 Mr. Collett came back to the office, took over the organization 
of the civil side, and Mr. Tramutolo announced, and it appeared in 
the public press, that I would henceforth be transferred to the civil 
side of the office, that the workload on the civil side was such that 
he required me there. I never received a civil case after that public 
announcement. 

Mr. Byrnes. That is September? 

Mr. O’Gara. I have a clipping here that will fix the date in 
September. 

Mr. Kean. That is good enough. 

Mr. Brrnes. When you talked to Mr. Tramutolo the first part of 
June, did he say anything to you about limitations in the matter of 
releasing information to members of the press ? 

Mr. O’Gara. No. The first time—I think he said, “We won’t talk 
about these Internal Revenue matters, Charlie, to the press. Don’t give 
out any information from this office to the press.” Ves, he said that, 
that is correct. 

Mr. Byrnes. Did he ever talk to you about the matter of exceeding 
your authority on May 16? 

Mr. O'Gara. Never a reference. I brought up the question in this 
way. On June 4 when the FBI investigation was made known to me, 
I said, “Let’s analyze this,” and I pointed out in my opinion the FBI 
investigation stemmed directly from the May 16 incident. At that 
time when I asked Mr. Tramutolo to discharge me if he could not trust 
me he said, “Well, Charlie, it is just a matter of a ruling by the court, 
and you know we have to do business with the courts. We will let it go. 
We can’t disagree with Judge Goodman.” 

Mr. Byrnes. Did he ask you how it happened that you did present 
the matter to the Taylor grand jury? 

Mr. O’Gara. We discussed that. 

Mr. Byrnes. I am talking about your conversation that you had 
with Mr. Tramutolo during the first week in June, did he bring that 
matter up? 

Mr. O'Gara. Yes; we discussed that whole matter. I referred to 
the conversations Doolan said he had with Mr. Tramutolo, and we 
talked about Doolan, and we talked about the origin of the recom- 
mended investigations, that is correct. 

Mr. Byrnes. Mr. Tramutolo did discuss upon his return from 
Washington these various matters that have been in the press and 
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have been disturbing Mr. McMillan and the rest of the office? He did 
discuss those matters ¢ 

Mr. O'Gara. Oh, yes, very thoroughly, and many meetings, but 
commencing with the first week of June meeting. 

Mr. Byrnes. So that you feel that as far as you are concerned, you 
have had a full opportunity to present your side of the case to Mr. 
Tramutolo, that he should be fully acquainted with your side of the 
story ¢ 

Mr. O’Gara. We have had so many conver rsations that I feel that I 
certainly have had ample opportunity to present any facts I thought 
might assist Mr. Tramutolo in evaluating the situation. 

Mr. Kean. As I understand it, Mr. Tramutolo recommended your 
discharge in October; am I correct in that ? 

Mr. O'Gara. Yes. It is not clear to me when it happened. He 
advised me 

Mr. Kean. I think he testified that it was in October. 

Mr. O'Gara. Yes. 

Mr. Kean. What occurred between this conversation on June 5 
and October that made him change his mind about you and decide 
that he should recommend your discharge; do you know? 

Mr. O’Gara. I don’t know what was persuasive. The clipping I 
referred to 

Mr. Kean. Or who persuaded him? 

Mr. O’Gara. The clipping I referred to is September 5, when he 
made the announcement that I was transferred to civil cases. And 
from that public announc ement up until the day in November, I think 
it was November 23, he didn’t tell me anything at all about my situa- 
tion. I tance practice soon after returning from my vacation 
in August of seeing Mr. Tramutolo at least once a week, and asked him 
if there was anything I might do to help him, and asking in effect 
for any work that he might find for me. But there was none, and in 
November, it was about November 23, I had the call from Ed Mont- 
gomery saying that there was a gang dinner at the Press Club and 
asking me to come participate. It was on the Internal Revenue ques- 
tion. Mr. Seward was going to be a feature speaker. I said I didn’t 
see how I could possibly do it but I would check with Mr. Tramutolo. 
The question of experiences in public and public statements had come 
up earlier. Mr. Tramutolo said previously that he thought under the 
circumstances he thought it would be inadvisable for me to say any- 
thing, and I abided by that decision. 

When Mr. Montgomery approached me, I simply went back to see 
if he was of the same opinion. When I first spoke to him, he said, 
“Charlie, in all the circumstances, I don’t think anyone in the office 
should talk publicly.” Then Friday, the day that the dinner was to be 
held, I saw him and I said that I appreciated his policy and would 
abide by it, and asked him again whether he thought there was any- 
thing he thought I might do to help him. He said “No.” Then he 
said, “You know, Charlie, you are perfectly free to do anything you 
want about that Press Club dinner. You can go there and talk all you 
want.” I said, “Well, I appreciate I am free to do it, but I will abide 
by your policy.” He said, “Charlie, I don’t have eny policy. Go 
ahead and say anything you want. There is no restraint on anyone in 
this office.” I said, “There may not be any formal restraint, but I 
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will abide by your direction.” He said, “Charlie, you know you hay, 
been having a lot of meetings with a lot of people, grand juries a1! 
so forth and so on.” He said, “Lots of things I don’t know anythin, 
about.” He said, “If I had my way you would be out of here, an 
it is only fair to tell you.” I said, “I beg your pardon?” He sai, 
“I recommended your dismissal long ago.” He didn’t specify when. 
I said, I appreciated knowing that I was about to be fired and he sai: 
“Charlie, it is you or me.” And I looked at him and I said, “You o: 
me?” And he said, “That is it, Charlie. It is in the hands of th, 
Attorney General. Iam free of it now. It isuptohim. It is going 
to be his decision. Your case will be taken care of by him.” | 

Thereafter I left his office and I informed the press that I had beer 
informed by Mr. Tramutolo that he had recommended my dismissal. 
That was the first time he advised me that he had made a recommend: 
tion. He did not advise me, that was November 23, I believe, of the 
basis of the recommendation and he did not advise me of anything 
except the meetings that he referred to, I suppose. That was about al). 

Mr. Kean. So far it has not proved to be “you or me,” because 
that was way back last November. Mr. Tramutolo was still in office 
and so were you. 

Mr. O'Gara. Well, I regard Mr. Tramutolo and myself as together. 

Mr. Scuacuner. May I proceed ¢ 

Chairman Kine. You may proceed. 

Mr. Scuacuner. Mr. O’Gara, turning to the substance of the mat 
ters which you wanted to present before the grand jury, Mr. McMillan 
did present all these matters for an extensive grand jury investiga- 
tion, did he not? 

Mr. O'Gara. I have no idea of what Mr. McMillan presented to the 
grand jury, and I have no opinion as to how extensive or how thorough 
it was. 

Mr. Scuacuner. This committee has heard testimony that this 
matter has been investigated by a grand jury, and by some special! 
agents who had been especially sent to this city, and a goodly number 
of indictments have been returned, and I take it that is something like 
what you wanted to accomplish; is that not right ? 

Mr. O’Gara. What I wanted to accomplish was to present to the 
grand jury for its decision 

Mr. Scuacuner. No; just one second, sir. 

Could you not answer my question? That is, assuming that the 
grand jury decided an investigation was proper, what was done is 
pretty much what you wanted to do; is that right? 

Mr. O’Gara. Well, I can’t answer your question, because I don’t 
know what they have done. 

Mr. Scuacuner. Have you received a little inkling from these 
hearings and from press reports as to what they have done? 

Mr. O’Gara. I had an inkling from Mr. Frank’s testimony that 
the bill of particulars was very stupid and so much tommyrot, in 
effect. But I had had several other indications—— 

Mr. Scuacuner. Do not tell me what inklings you had. 

Mr. O’Gara. I thought you asked for them. 

Mr. Scuacuner. No, sir. I merely asked whether you did not have 
enough information about what went on to find out that pretty much 





\ 


INTERNAL REVENUE INVESTIGATION 2419 


what you had proposed to the gri and jury to do was actually done by 
Mr. McMillan. 

Mr. O’Gara. No; I haven’t had such information, and I think a 
a lawyer it would be very de angerous to have any opinion as to w hat 
has or has not been done by a grand jury. 

Mr. ScHAcHNER. Internal Revenue matters were investigated ¢ 

Mr. O’GarA. Referring to the fact that there has been some investi- 
gation is not enough basis for me to conclude that there has been suf- 
ficient investigation, or all of the investigation which I might conduct. 

I have not conducted this investigation, so I have no opinion about it. 

Mr. Scuacuner. That is, your answer is “Yes” ? 

Mr. O'Gara. Answer to which question, Mr. Schachner ? 

Mr. Scuacuner. Mr. Reporter, will you read it, and then you will 
answer it “Yes” or “No.” 

Mr. O’Gara. I will answer the question you-first asked, and that is 
“No.” 

Mr. Scuacuner. Will you please read the last question pending, 
Mr. Reporter, and will you then tell us whether it is “Yes” or “No.” 

(The question was read as follows: “Internal Revenue matters were 
investigated ?”’) 

Mr. O’Gara. I don’t know, Mr. Schachner. I would have to take 
the list of recommended investigations and see the investigation 
reports 

Mr. Scuacuyer. Enough; you have answered. You do not know. 

Mr. Reporter, will you please reread that question, and then you 
will give us that answer again. 

What was that question ¢ 

(The question was reread by the reporter.) 

Mr. O'Gara. That is a statement—“Internal Revenue matters were 
investigated.” 

Mr. ScuHacuner. Right. Were Internal Revenue matters investi- 
gated ? 

Mr. O'Gara. I don’t know what matters you are referring to, and 
I don’t know what investigation took place. 

Mr. Scnacuner. Are you willing to say that no Internal Revenue 
matters were investigated ¢ 

Mr. O'Gara. No. Obviously some matters were, but you asked 
whether all—— 

Mr. ScHacuner. Just a minute, sir. 

Were those some matters perhaps Internal Revenue matters? 

Mr. O'Gara. Concededly—— 

Mr. ScHacHNner. Just as a poor exercise in logic, Mr. O'Gara, In- 
ternal Revenue matters, or some Internal Revenue matters were in- 
vestigated, were they not? 

Mr. O'Gara. Mr. Schachner, if you are endeavoring to get me to 
say that all of the matters of the recommended investigation were 
investigated, I don’t know. If you want me to say whether or not 
there have been some investigations, obviously there have. 

Mr. Scuacuner. The only thing that is in my mind is to get my 
question answered. 

You need not worry about my desires to your answers. Would you 
just address yourself to the question, which I am going to have the 
reporter read to you, so you can concentrate upon it for a little while, 
and then just answer it briefly ? 
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Mr. Reporter, will you please read it? 

(The question was read by the reporter.) 

Mr. O'Gara. Yes, Mr. Schachner. 

Mr. ScHacuner. Quite a few Internal Revenue matters were inves- 
tigated, as a matter of fact? 

Mr. O'Gara. I don’t know. 

Mr. Scuacuner. A number of indictments were returned ? 

Mr. O'Gara. Yes, Mr. Schachner. 

Mr. Scuacuner. Do you think that Mr. McMillan could do just 
as good a job as you can? 

Mr. O'Gara. I am certain that if Mr. MeMillan wants to do the 
job he can do a better job that I can. 

Mr. Scuacuner. He did some sort of a job. 

Now, for several months in this city 

Mr. O'Gara. I am advised that Mr. McMillan took a very long 
time to get started, and as a matter of fact this investigation did not 
really start until after my appearance August 31 at the Nation’s 
Capital. 

Mr. Scuacuner. At one time or another he did really get steam up, 
did he not? 

Mr. O'Gara. I don’t know, Mr. Schachner. I think it is a waste 
of time, really, because I am not informed on these things. 

Mr. Scuacuner. Let us try it another way, Mr. O’Gara. 

You say if Mr. McMillan wants to do a job he can do a good job, 
you even said a better job than you can do, which must be very good, 
indeed. 

Now, is there any suggestion that Mr. McMillan perhaps did not 
want to doa job? 

Mr. O'Gara. I have no opinion about that. 

Mr. Scuacuner. Let us get back to our exercises. 

Are there some people as to whom you have an opinion that they 
want to do their job as the law requires them to do it ? 

Mr. O’Gara. I assume that every official wants to do his job as the 
law requires of him. That has been my operating assumption. 

Mr. Scuacuner. But you are not willing to indulge in that assump- 
tion in connection with Mr. McMillan ? 

Mr. OPGara. My past experience does not warrant such an indul- 
gence, Mr. Schachner. 

Mr. Scuacuner. Do you feel the same way about Judge Goodman? 

Mr. O'Gara. Oh, now, will you go down the roster of all the Federal 
officials in the northern Califorina district? And I will grant the as- 
sumption that they are all doing their jobs, Mr. Schachner. 

Mr. Scuacuner. Except Mr. McMillan? 

Mr. O’Gara. No, that isn’t true. I said I didn’t know. But I will 
not indulge in that assumption as to Mr. McMillan, because of my 
previous experience with Mr. McMillan. 

Mr. Scuacuner. But as to all the other Federal officials you are 
willing to indulge in that assumption ? 

Mr. O'Gara. Just as I indulge in that assumption here in respect to 
every Government official present. 

Mr. Scuacuner. Have you ever expressed a contrary opinion about 
some judges and some Government officials to Mr. Seward, the fore- 
man of the grand jury? 
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Mr. O’Gara. Oh, I don’t remember whether I have or not, and I 
don’t know what the occasion was. 

Mr. Scuacuner. If he should assert that you have expressed a 
contrary 

Mr. O'Gara. Anything Mr. Seward wants to say, I am confident 
will be said truly, and I stand behind his recollection as against mine 
any day. 

Mr. Scnacuner. That is, to fix it quite precisely, you might in the 
past conceivably have expressed a different opinion as to some Federal 
officials ? 

Mr. O'Gara. In respect to specific occasions when grand jury busi- 
ness was in hand and that action was necessary, unquest ionably I may 
have raised a question as to whether or not everything was being done 
that could be done. No question about that at all. 

Mr. Scuacuner. Mr. O'Gara, you say something about unquestion- 
ably having raised a question. 

What I was addressing myself to was whether or not these officials 
were honestly and f: ithfully discharging their duties, however mis- 
taken they might be. 

Now, did you raise some question about that with Mr. Seward ? 

Mr. O'Gara. As to their honesty and integrity ? 

Mr. Scuacnner. The integrity of some Federal officials, some 
judges. 

Mr. O'Gara. I don’t recall a question as to the honesty and integrity 
being raised with Mr. Seward. 

I know there were several occasions when I raised the question with 
Mr. Seward as to how certain things could be explained which had 
been done by Federal officials. 

Mr. Scuacuner. Mr. O'Gara, could you please make your answers 
a little more direct? You may, if you like, deliberate a little while 
before you give them, but it is rather difficult for us to focus on the 
problem if you do not answer directly. 

I believe that the gist of your answer—but if I misquote you, you 
correct me—was that you do not recall whether you made such a state- 
ment to Mr. Seward; is that correct ? 

Mr. O'Gara. I would have to hear the statement. I don’t recall. 

Mr. Scuacuner. I will try to ask the question again, then, and if 
you will be so kind as to answer it as briefly as possible. 

My question was this—did you or did you not suggest to Mr. Seward 
that there was a considerable question at least as to the honesty and 
integrity of certain judges and other Federal officials in this district ? 

Mr. O'Gara. I don’t recall any such statement. 

Mr. Scnacwner. But you are not willing to deny here that you 
made such a statement ? 

Mr. O'Gara. Well, I don’t know what statement you are talking 
about. It is impossible to answer such a question. If there is such a 
statement, confront me with it, and I will deny it or affirm it. 

Mr. Scnacuner. I think I have described it to you. 

Mr. O'Gara, Let’s get specific. Let’s talk about times, places, and 
the words used, and let’s not engage in this meaningless pies ese 

Mr. Scuacuner. Mr. O'Gara, did you ever, either before the grand 
jury or privately with Mr. Seward, raise such doubts in his mind 
as to the honesty and integrity of judges or Federal officials? 
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Mr. O'Gara. May I explain the answer that I am going to give? 

My answer is flatly “No,” and I want that answer explained. 

Mr. Scuacuner. Certainly, if you want to explain it go ahead. 

Mr. O’Gara. You started out in your line of questioning on the 

uestion as to my assumption as to the Federal officials in this district 
js their jobs fully. 

Now, questions were raised with Mr. Seward frequently as to 
whether certain Federal officials in this district were doing their jobs 
fully, but when those questions were raised there was never, as far as 
I can recall, any suggestion that if they were not doing their jobs full) 
they were not doing their jobs fully because of any dishonest motive. 

I want to be very, very 4 that. the discussions that you may have 
reference to are discussions that related to the question of whether or 
not we are all doing our job, not a question as to whether or not we are 
doing our job honestly or dishonestly. 

I don’t recall any statement that so-and-so is not doing his job fully 
because he is dishonest. I admit that there probably are statements 
that have been made that so-and-so appears not to be doing his job. 
As to why, I don’t know. 

Mr. Scuacuner. Mr. O'Gara, perhaps I will put a similar ques 
tion to you differently. 

Did you express to Mr. Seward or anyone else dissatisfaction with 
some judges or other Federal officials ? 

Mr. O'Gara. Dissatisfaction? There was considerable dissatisfac- 
tion with the procedure before Judge Goodman. 

Mr. Scuacuner. Yes. Was there any other judge about whom you 
were <lissatisfied ¢ 

Mr. O'Gara. No,no. I think that Mr. Seward—now, of course, Mr. 


Seward is the one who recalls this better than I do—I think Mr. Sew- 
ard raised a question as to why Judge Roche was not able to give him 
more advice that Mr. Seward felt he should have when he went to 
see him after Mr. Karesh and I had met with Mr. Seward in Mr. Sew 
ard’s office. 

Mr. Karesh and I met with Mr. Seward in his office, I think, in Janu- 


ary. 
Mr. Scuacuner. It is not necessary for you to go into those details. 

Mr. O'Gar\. I think we ought to go into some detail. This question 
has been raised by you. 

Mr. ScuacuNer. Sir, it is not precisely responsive to my question. 

Mr. O'Gara, It is, perhaps, pertinent, though, to the question that 
you raised, and I want it made very clear that 

Mr. Scnacuner. If you can keep it as brief as possible, the com- 
mittee’s time is really very valuable. 

Mr. O'Gara. Mr. Schachner, I didn’t invent the San Francisco 
situation, and its complications are most devious, and it unfortu- 
nately is an extremely complicated situation, and when you open these 
things up it takes a while to explain them. 

It is of no moment to me to go into any further detail. I just want 
to emphasize that Mr. Karesh and Mr. Seward and I had a confer- 
ence in Mr. Seward’s office, at the conclusion of which Mr. Seward, 
upon Mr. Karesh’s suggestion, I believe, decided he would go to see 
Judge Roche, and see whether Judge Roche could help him in the 
grand jury’s work. 
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And, after Mr. Seward saw Judge Roche, Mr. Seward saw me and 
asked me, in effect, why he had not received more assistance from 
Judge Roche, and I pointed out at that time, as I recall, that Judge 
Roche was not the judge who had empanelled the Seward jury, and 
Judge Roche was not the master calendar judge, and that possibly was 
the reason that Judge Roche was reluctant to go into very detailed 
nstructions with Mr. Seward. 

Mr. Scnacnner. At any rate, there was some dissatisfaction with 
these two judges ? 

Mr. O’Gara. With whom? 

Mr. Scuacuner. Judge Goodman and Judge Roche. 

Mr. O'Gara. Just a minute. 

I didn’t say I was dissatisfied at all with Judge Roche. 

Mr. Scpacuner. All right, I] misunderstood. 

Mr. O'Gara. Let’s get the record clear, please, Mr. Schachner. 

Mr. Scwacuner. You answered rather lengthily. I take it, it is 
clear by now. 

Mr. O'Gara. I hope so. 

Mr. Scuacuner. I think you were also dissatisfied with Mr. Mc- 
Millan in part because he was verbose. 

Mr. O'Gara. Then you may enjoy that dissatisfaction with me. 

Mr. Scracuner. I have expressed no opinion, sir, that there was 
dissatisfaction. But there was dissatisfaction with Mr. McMillan, 
was there not ? 

Mr. O’Gara. Of course there was. 

Mr. Scuacuner. And you felt dissatisfied with Mr. Hennessy / 

Mr. O'Gara. Of course there was. Would you like details on that ¢ 

Mr. Scuacuner. No, sir. 

Mr. OPGara. Why not ? 

Mr. Scnacuner. Well, sir, it is really customary for committee 
counsel to ask the questions. If the committee should later want de- 
tails, I am sure they will ask for them. 

Now, to go further, there was Judge—— 

Mr. Byrnes. We did go into most of this the other day; did we 
not? I wonder whether we are developing a new line. 

Mr. Scuacuner. I just wanted to sum up and get all the people 
with whom Mr. O'Gara felt dissatisfied. 

There was Judge Goodman, I believe, Mr. McMillan, Mr. Hennessy, 
Mr. Tramutolo—— 

Mr. O'Gara. I don’t think Mr. Tramutolo was the object of any 
dissatisfaction. 

Mr. Scuacuner. You felt he was right in wanting to dismiss you ? 

Mr. O'Gara. I didn’t have any comment about that at all. 

Mr. Scuacuner. All right, we will take Mr. Tramutolo out of the 
list. 

Mr. Campbell—— 

Mr. O'Gara. I didn’t make any statement at all about Mr. 
Campbell. 

Mr. Scnacuner. Was he not the fellow who left out MacInnis? 

Mr. O'Gara. I haven't made any statement about dissatisfaction 
with Mr. Campbell. 

Mr. Scnacuner. If the question were to come up, have you felt 
dissatisfied about Mr. Campbell? 
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Mr. O'Gara. I have no opinion. I would have to have more dea|- 
ings with Mr. Campbell. 

Mr. Scuacuner. For all you know, he left out Mr. MacInnis for 
good and weighty reasons from that ominous indictment ? 

Mr. O'Gara. I refer you to the contents of the FBI investigation, 
in which Mr. Yeo stated that Mr. Campbell’s plan was in effect—Mr. 
Yeo stated that Mr. Campbell’s plan was never to include Mr. Mac- 
Innis in the indictment. The FBI report is the best record of Mr. 
Yeo’s statement. I don’t pretend to repeat his words at all, but that 
is not subject to dissatisfaction with Mr. Campbell, so far as I am 
concerned. 

Mr. Scuacuner. That is, as far as you know he always performed 
his duties satisfactorily, but it was still wise to put this matter of a 
MacInnis indictment to a separate grand jury; is that right? 

Mr. O’Gara. I don’t know whether or not he did. 

Mr. Scuacuner. Did you take up this matter of the indictment of 
MacInnis with a grand jury without knowing whether or not Mr. 
Campbell had acted properly or had good reasons to leave him out of 
an indictment ¢ 

Mr. O'Gara. Mr. Campbell’s report to the Department of Justice, 
and I believe to the Internal Revenue in Washington, was to the effect 
that he approved the recommendation of Mr. MacInnis’ inclusion for 
prosecution in the indictment. 

Mr. Campbell’s statement to the grand jury, however, was that he 
thought Mr. MacInnis would make a ped Government witness. 

Now, I think in view of all the facts of that case, those views cannot. 
be reconciled, but that is not the same as saying I was dissatisfied with 
Mr. Campbell. 

Mr. Scuacuner. Mr. Reporter, would you please read the question. 

(The question was read by the reporter.) 

Mr. Scuacuner. I beg your pardon. What was the answer? 

Mr. O'Gara. I said “No.” 

Mr. Scuacuner. Was there anybody else with whom you were dis- 
satisfied ? 

Mr. O'Gara. None that I can think of, Mr. Schachner. May I 
make a statement? 

Mr. Scuacuner. Does it pertain to this matter? 

Mr. O'Gara. It pertains to the whole line of questioning which you 
have adopted and has been adopted at different times in connection 
with the performance of my duty. 

Mr. Scuacuner. I do not know that I meant to embody any views 
in any questions. If you feel that my questioning is incompetent, or 
perhaps not proper, do you think a public complaint should be made 
of that? 

Mr. O'Gara. No; I don’t think any complaint should be made of 
your line of questioning or the conduct of this committee. I think the 
committee is performing a great public service, and I think counsel 
are, too. I think it ought to be emphasized that one of the principal 
problems here in San Francisco is the question whether or not any 
Government employee, and I am speaking particularly of Tom Doolan, 
who sees a situation that smells to high heaven, has any restraint upon 
him from doing what he can to correct it. You have had the testimony 
of Mr. McKenney, I believe, who showed the long existence of the 
situation in San Francisco. 
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The small contribution that Mr. Doolan and I may have made to 
assist this committee in bringing that situation to the surface, I think, 
is hardly worthy of protr: acted ¢ questioning, and I hope that no Fed- 
eral employee will regard the questioning of Mr. Doolan as any re- 
straint upon him on any future occasion from bringing to light situa- 
tions such as exist here. I think that in San Fr: anc isco the situation 
is peculiarly epgennes ate in that connection. In San Francisco the list 
of recommendec investigations, as you know, Mr. Schachner, contains 
a list of many prominent San Franciscans. It was my experience that 
the prominent San Franciscans, and I am speaking of James Martin 
MacInnis and George T. Davis, got a break that the carpenter and the 
fishermen and the prospector’s burro never got, and that isn’t right. 
I hope sincerely that no Federal employee will ever hesitate to bring 
such a situation to light. 

Mr. Scmacuner. I have no further questions, Mr. Chairman. 

Chairman Kine. Any questions? 

(No response. ) 

Chairman Kine. You are excused, Mr. O’Gara. 

Mr. O'Gara. Thank you, sir. 

Chairman Kine. The committee will take a short recess. 

(Short recess. ) 

Chairman Krne. Mr. Karesh, please. Will you come forward. 

Will you be sworn, please. Do you solemnly swear the testimony 
you will give will be the truth, the whole truth, and nothing but the 
truth, so help you God ? 

Mr. Karesn. I do. 


TESTIMONY OF JOSEPH KARESH, CHIEF, CRIMINAL DIVISION, 
UNITED STATES ATTORNEY’S OFFICE 


Mr. Scuacuner. Mr. Karesh, could you please give to the reporter 
your full name ? 

Mr. Karesu. My name is Joseph Karesh. 

Mr. Scuacuner. And your address, please ? 

Mr. Karesu. 1770 Pine Street, San Francisco, Calif. 

Mr. Scnacuner. You are, sir, are you not, the Chief of the Criminal 
Division of the United States attorney’s office in San Francisco? 

Mr. Karesu. Yes,sir. I have been appointed Chief of the Cr iminal 
Division on September 1, 1951, and have served continuously since 
that time. 

Mr. Scuacuner. And it goes without saying that you are a duly 
appointed assistant United States attorney for the northern district 
of California; is that not right ? 

Mr. Karesu. Yes, sir. I was appointed May 27, 1940. I have 
continuously served since that time. I might add, however, during 
the war, in addition to being an assistant United States attorney I 
served as an auxiliary chaplain at the Fairfield-Suisun Army Air 
Force Base in California. 

Mr. Scuacuner. Mr. Karesh, I understand that you wish to offer 
to the committee voluntarily certain testimony dealing with matters 
with which the committee has heretofore dealt; is that right? 

Mr. Karesn. That is correct, and I am very grateful for ‘the oppor- 
tunity of giving this statement. 
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Mr. Scuacuner. Which are the matters, just briefly, which you wish 
to discuss here? : 

Mr. Karesu. First of all, I should like to discuss the matter of the 
Zamloch case. I should like to discuss the matter of the Rusk jury 
in relation to the alleged obstruction of justice arising out of thie 
Zamloch case. 

I should also like to state my views in regard to what Mr. Chaunce) 
Tramutolo, my superior, has said about myself and assistants in the 
office not being willing to work with Mr. Charles O'Gara, assistant 
United States attorney. And may I say 

Mr. Scuacuner. We are going to go into the details of these matter. 
later, but if you think you want to add something to the stateme: 
now, go ahead. 

Mr. Karesu. I would say that I have approached this stateme: 
here, I do it with some reluctance, for the reason that Mr. Charles 
O’Gara’s father was my professor at the University of San Francisc« 
law school. I worked with him very closely in the Zamloch case. 
Originally I asked Mr. Tramutolo not to discharge him after the event. 
of Wild Wednesday, but I believe in fairness to the Office of the Unite: 
States Attorney—lI trust I am not protesting too much in fairness to 
the Department of Justice—our position should be stated. 

Mr. Scuacuner. We do not need to go into your position in an) 
great detail. Mr. Tramutolo has explained it. I take it it will ult 
mately be decided by the Department of Justice, and it is really not an 
issue before the committee, at least at this point. Possibly we ca: 
go back to the handling of the Zamloch case. Is there anything that 
you think the committee should know in connection with that case’ 

Mr. Karesn. Yes; Mr. O’Gara suggested that there had been a 
delay of a month or so between the case actually breaking and the 
narcotics case being filed and the indictment for the alleged obstru: 
tion of justice. 

Of course, in a sense it is immaterial, but I should like to say that 
the agents of the Federal Bureau of Narcotics at my request and Judge 
Harris’ request continued their investigation to determine whose nai 
cotics they were that a Marie Basom had. We believed they be 
longed to a Paul Steffen. The agents continued their investigation, 
and a report came in on May 4. We sent an agent back to Alderson. 
W. Va., to determine whether or not Marie Basom would talk. Sh: 
said she would. Immediately when an agent notified us on May 1s, 
we filed a complaint charging these two individuals, Steffen and a 
man named Benevedes, with concealing and possessing the narcotics 
Marie Basom had been convicted for. I had the case continued before 
the Commissioner because I wanted to go back to South Carolina to 
visit my folks who live there. I went back and returned on June 7 
On June 21, we began presenting the narcotics case against Steffe: 
and Benevedes. Thereafter certain testimony went before the grand 
jury, and the foreman of the grand jury suggested that in his opinion 
Mr. Archer Zamloch should be a proper subject for an obstructioi 
of justice case. That was on the 2ist. Mr. O'Gara likewise spoke to 
me and said he believed there had been obstruction of justice. 

But in any event, Mr. Boden, on June 1, 1948, when we presented 
the narcotics case before the grand jury against Steffen and Benevedes. 
having brought back this lady out of Alderson, W. Va., having ob 
tained her agreement to talk, as I said, and the matter was presented— 
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the foreman suggested that perhaps Archer Zamloch might be indicted 
for an obstruction of justice. 

I discussed the matter with Charles O’Gara—rather, Mr. O'Gara 
brought it up with me. I felt that here was not competent evidence, 
in my humble judgment, to warrant the indictment of Archer Zamloch 
for obstruction of just ice. 

We had to depend upon the testimony of-conspirators. There is 
a rule of law, as you gentlemen know, that the testimony of conspira- 
tors is to be viewed with caution. 

There was a recording which implicated Mr. Zamloch, but at that 
time I felt, and I told Mr. O'Gara, who was insisting that we prose- 
cute Mr. Zamloch, that in my honest opinion the recording was not 
a declaration or a statement in furtherance of the conspiracy, and I 
doubted whether the recording would be admissible in evidence. 
Without the recording I didn’t think that we could get very far. 

I said I didn’t want to prosecute a man, a lawyer, with four children, 
and destroy his entire existence on the basis of evidence of that kind. 

Mr. O'Gara insisted. As a matter of fact, Mr. Hennessy said that 
he didn’t believe the recording was evidence in furtherance of a 
conspiracy. 

Nonetheless, as I say, I had this discussion with Mr. O'Gara. 

The matter was presented to the grand jury, and the grand jury, on 
the 28th day of June 1950, indicted Mr. Benevedes and Mr. Steffen 
for violation of the Narcotics Statute. Included in that indictment 
was a violation of a National Firearms Act against Mr. Steffen, and 
there was also an indictment returned against Steffen, Benevedes and 
Zamloch accusing the three of a conspiracy to obstruct justice by 
sealing the lips of this woman to protect Steffen and Benevedes, and 
for the offense of bribery. 

Both indictments were returned on the same day. I told Mr. O’Gara 
that because I didn’t have too much confidence in the Zamloch case 
it would be appreciated if he primarily handled the matter against 
Zamloch. I would take care of the matter against Benevedes and 
Steffen. 

It happened that our key narcotic witness was fearful of his life and 
refused to testify. There was a motion made to suppress evidence as 
illegally seized, in the National Firearms Act. 

In any event, with the consent of the Narcotics Bureau and the 
concurrence of the Department of Justice, the indictment charging 
violation of the Narcotics Statute and the National Firearms Act was 
dismissed against Benevedes and Steffen. Steffen and Benevedes plead 
guilty to the conspiracy to obstruct justice. 

Steffen was subsequently sentenced to 4 years, and Benevedes to 
o years. 

Mr. Zamloch proceeded to trial. And I suggested to Mr. O’Gara 
once more that he in a sense be in charge of the case, though I had 
been in the office, as I have suggested, much longer than he had been. 
And it was agreed that he was to question Archer Zamloch, assuming 
we got by a motion for a judgment of acquittal. 

In any event, it might have been, had Mr. Zamloch rested his case 
without putting on a defense, the result might have been different. 

Mr. O’Gara worked very, very diligently, and very, very hard during 
the case. 
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I think the defense made certain blunders and permitted in evidence 
certain documents, mortgages, in question. 

Mr. Zamloch, after protracted cross examination, in effect admitted 
his guilt. I had been asked by Mr. O’Gara in the middle of the trial 
to take over the cross examination of Mr. Zamloch. 

Mr. Zamloch was convicted, and the case went up on appeal. 

I handled the appeal. I wrote the brief. And I may say that I 
spent a great deal of time in my brief attempting to justify that 
recording. I kept saying in the brief that if there was error it wasn't 
reversible error. 

The cireuit court, however, decided that Mr. O’Gara was originally 
right. They didn’t mention O'Gara, but his viewpoint was right, and 
I was wrong, that the recording was a declaration in furtherance of 
the conspiracy. They aflirmed the conviction. 

Petition for rehearing was made, and petition for rehearing has been 
denied, and only ree ently a motion or petition for certiorari has been 
filed in the court, and the circuit court has granted a 30-day stay for 
issuance of the mandate in this case. 

Mr. Scuacuner. In other words, Mr. Karesh, what you are telling 
us is that there was originally a lawyer’s disagreement on points of 
view between you and Mr. O'Gara, and Mr. Zamloch was indicted. 
You did the very best you could to make Mr. O’Gara’s point of view 
become the right one. 

Mr. Karssn. That is right. 

Mr. Scuacuner. And so far you have been successful ; is that right! 

Mr. Karesu. That iscorrect. And I spent 7 week-ends writing that 
brief and spent about six trying to justify the recording. 

Mr. Scuacuner. Going back to that month delay which there was 
in bringing this indictment, it is nothing unusual for a United States 
attorney’s office to consider an indictment for a month if the issues 
are close ? 

Mr. Karesu. I may say there wasn’t any month’s delay at all. As 
a matter of fact 

Mr. Scuacuner. If there had been, that would not have been so 
bad, either, would it? 

Mr. Karesn. No; not at all. A month is not an unusual delay. 

Mr. Scu ACHNER. When there is a close issue and you are about to 
ruin a man’s reputation by the mere fact that you indict him, you 
sometimes take it under consideration that long? 

Mr. Karesu. That is correct. 

And I may say that Mr. Hennessy originally concurred with my 
view. The foreman came in and expressed his vi ew, Mr. Hennessy 
said, “All right, then, wanes it to the grand jury.” 

It was presented. »ressed my view in the case. Mr. O’Gara 
expressed his, and they + indicted. 

Mr. Scuacuner. Actually there was really no delay in that case! 

Mr. Karrsu. None whatsover. 

Mr. Byrnes. Was there some testimony to the effect that either 
the foreman of the grand jury or somebody was especially anxious to 
have that case brought before them for indotment 

Mr. Karesu. On June 23 we presented to the grand jury the ques- 
tion of the narcotics case. In order to tie in this Marie Basom with 
Paul Steffen, we did it indirectly by a check that Mr. Zamloch had 
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sent to Miss Basom. And a discussion arose as to whether or not Mr. 


Zamloch was not involved. 

Mr. Byrnes. I am talking about the matter of delay, and the fact 
that finally, in order to get the matters presented, the foreman of 
the grand jury did have to put on some pressure some place; is that 
correct ? 

Mr. Karesu. Mr. Congressman, let me state it this way: 

On June 21 we presented the narcotics case. In the course of the 
narcotics case, as I stated, the question of a check was brought up. 

At that time someone in the jury said, “Isn’t Mr. Zamloch involved ?” 

And the foreman spoke to me, and then it was that the foreman 
spoke to Mr. Hennessy, and the very next week we presented the 
detrection of justice case. 

As a matter of fact, we didn’t finish the narcotics indictment, be- 
cause they didn’t want to consider the narcotics indictment until we 
presented the matter of the obstruction of justice. 

I expressed my lack of confidence in the case, but after all, that is 
what the jury wanted, and that is what the jury got. And as I say, 
they were right in thinking that Mr. Zamloch was guilty, and that 
originally I was wrong—not that he wasn’t guilty, but that there was 
insufficient evidence to warrant the indictment. 

Mr. Byrnes. There was some little trouble, or some little difference 
of opinion as to whether the United States attorney’s office should 
present an indictment to the jury ? 

Mr. Karesu. I wouldn’t characterize it, sir, as saying there was any 
trouble. The foreman and Mr. O’Gara expressed the wish and the 
belief that Mr. Zamloch should be indicted, and I gave my viewpoint. 

And right thereafter, at the next calling of the case, the indictments 
were returned in the narcotics case and in the obstruction of justice 
and bribery case. 

I don’t think that Mr. Boden would have any complaint. As I say, 
there was a difference of opinion, but they were the jury, and they 
wanted the case, and we gave it to them right away. 

Chairman Kine. Within a week? 

Mr. Karesu. Within a week. 

And the jury indicted. 

Mr. Byrnes. Of course, generally an indictment only takes a couple 
of hours to draw up, and that is what the jury was asking for, was it 
not ? 

Mr. Karesu. No, because the narcotics indictment, the testimony 
was completed, I think, in the afternoon. The session was over. And 
they said, “Now, before we return the narcotics indictment we want 
consideration given to the obstruction of justice.” 

The jury adjourned. Mr. O’Gara went into conference with Mr. 
Celvin, and Mr. Colvin advised Mr. O’Gara in drawing up the indict- 
ment. 

I came in and made a few suggestions. 

As I said originally, my heart wasn’t in it. I didn’t have much 
confidence in the case. But I proceeded as the jury wanted, expressing 
my lack of confidence in the case. 

Mr. Byrnes. In your recent discussion of what transpired during 
the trial you mentioned that the defense made a number of mistakes. 

You are not suggesting that that is the only reason that the Govern- 
ment was able to win its case and obtain conviction, are you? 
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Mr. Karesu. It is my judgment, sir, that if counsel—I am not. pass. 
ing on the guilt of Mr. Zamloch. The evidence which came out clear|y 
shows guilt. 

But it is my judgment that if Mr. Zamloch had rested his case after 
the Government’s case was in, I am not so sure that the jury wou|d 
have convicted Mr. Zamloch. 

Mr. Byrnes. That is purely speculative, is it not? 

Mr. Karesu. That is speculative, Mr. Congressman. And that js 
based on 11 years of experience that I have had in trying cases. Ai 
many lawyers said they can’t understand why he took the stand. 

Mr. Byrnes. Your idea in the first instance that you could not 
prove your case against Mr. Zamloch was also based on that experi- 
ence, was it not? 

Mr. Karesu. Yes; because the main evidence against Mr. Zamloch 
which linked him to the transaction was the testimony of a conspirator, 
which must be scrutinized with caution. And in addition there was 
this recording, which I had grave doubts could be admitted in evi- 
dence. Without the recording we wouldn't have got any place. 

And, as a matter of fact, I stepped up and spoke to Mr. Hennessy 
at the recess and was about to withdraw the offer of the recording, but 
Mr. MacInnis, who represented Mr. Zamloch, said, “We will show 
the court the recording.” 

And the court just took the recording and read it, and it went into 
evidence. 

Mr. Byrnes. And the court has been sustained by an appellate 
court ? 

Mr. Karesu. That is right. The jury was very much concerned 
with two mortgages. That came out in the defense case. The de 
fendant began making conflicting statements that brought the inevi- 
table result of the introduction of the mortgages that we tried to 
offer in evidence in our case in chief and were unsuccessful. 

Mr. Byrnes. The only thing that I had in mind there, Mr. Karesh, 
was this question of whether or not your case was a good case only 
because the defense made some mistakes. 

Mr. Karesn. I wish Mr. Zamloch had not gotten arrogant on the 
witness stand. In my humble judgment, he started giving one false- 
hood that tricked him into another. It showed his guilt. But it is 
his mistakes that contributed materially to the ultimate result. 

Mr. Byrnes. Are not defense mistakes very often critical? 

Mr. Karesn. Absolutely. 

Mr. Byrnes. Just as are mistakes made by the prosecution. 

Mr. Karesn. That is right. 

Mr. Byrnes. So the possibility of mistakes can always happen. 

Mr. Karesn. Absolutely. I will say this: If I had it to do again, 
and I were asked to indict a lawyer on the basis of a recording and the 
testimony of conspirators and a check that there is just as much rea 
sonable explanation for innocence as guilt, I might take the same view. 
But, of course, if I had known about what Mr. Zamloch had done from 
what he brought out himself, then my opinion would be different. 

But without putting up, shall T say, a struggle—maybe that is too 
strong a word—I am not going to indict a person on that type of evi- 
dence. Ifa jury wants it, I will present it to them. There is probably 
cause, for indictment is one test. But another test I think a jury 
is supposed to apply is whether or not we have a reasonable chance 
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for conviction. Against Zamloch, I didn’t think so. Mr. O'Gara 
thought so. 

[ may say that I asked Mr. O’Gara, “Would you do me a favor 
and write that portion of the brief with relation to the admissibility 
of the recording?” and he wouldn’t help me. I had to do it myself. 

Mr. Byrnes. Did he give any reason for refusal ¢ 

Mr. Karesu. No. He just said he was too busy with the obstruc- 
tion of justice. In a sense, he had reasonable ground to stand on, 
because in January of 1951 Mr. Hennessy said—or somewhere around 
there—*We can’t have two men in the obstruction of justice matter; 
vou write the brief and Mr. O’Gara will handle the obstruction of 
justice.” And I, in a sense, imposed on Charley because I wanted 
him to justify that recording. 

Mr. Byrnes. You are not suggesting now that Mr. O’Gara did any- 
thing wrong in saying that he was too busy and he could not help you 
with the brief ? 

Mr. Karesu. No, I don’t. I would have welcomed his help, though, 
on that issue. And there was another matter—I don’t know whether 
it is in order to relate it—which had to do with that Rusk grand 
jury’s consideration of the alleged obstruction of justice arising out 
of the Zamloch case. Mr. O'Gara, I think, suggested—if I am in 
error I trust I shall be corrected—something to the effect that the 
session was to close the Rusk grand jury term, and perhaps there 
was only a suggestion that the matter was not fully considered, and 
that the grand jury had recommended that further action be taken. 
If that is what he said, he is in error. Special sessions of the grand 
jury were devoted to the matter—the Rusk grand jury—and Mr. 
O’Gara’s entire analysis of the problem was presented to the grand 
jury and five sessions were taken up. The grand jury came down 
and said, “We have considered the evidence and we vote a ‘no bill,’ 
and the grand jury did not make any suggestions that future grand 
juries consider perhaps further violations arising out of the Zam- 
loch case. 

I may say that I had a feeling that there was an obstruction of jus- 
tice arising out of the Zamloch case. 

Mr. Scuacuner. I believe, Mr. Karesh, the testimony was that 
Judge Waring had suggested it. 

Mr. Karesn. Judge Waring had suggested this before the pro- 
nouncement of judgment: He said, “There are certain matters that 
ery aloud.” TI think he was referring to the manner in which the 
mortgages were executed; perhaps possible perjury in the graft trial, 
perhaps threats of witnesses. What he meant completely, I don’t 
know. 

[ recall Mr. O’Gara and I went to see the Judge prior to the pro- 
nouncement of judgment and Mr. O’Gara made certain statements 
about there might be some murder ring tied up to this narcotic case. 

I don’t know exactly what Judge Waring had in mind, but this 
much I do know, if I may venture this opinion. He certainly didn’t 
make any mention or mean anything 

Mr. Scuacuner. Mr. Karesh, I would not like to interrupt you—— 

Mr. Karesu. That is all right. 

Mr. Scuacuner. You are going over ground that is of record in 
court and before this committee here already. I don’t think that 
you will want to add anything to that matter. 
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T believe you have finished with the first topic ? 

Mr. Karesu. Yes. And the second, the Rusk. 

Mr. Scracrner. Is that all that you meant to say about that? 

Mr. Karesu. That is all. The matter was comaplately and thor- 
oughly furnished to the Rusk grand jury, having been turned over 
by ‘the Seward grand jury, five ‘individuals, in a sealed envelope. 

When the Rusk grand jury came down ‘with its no bill, in order 
to protect the names of people who had been accused and not indicted, 
they were not made known. They merely said that the matter in- 
volved in the alleged obstruction of justice were considered, and the 
names referred by the Seward jury, there is insufficient evidence, and 
“we vote a ‘no bill.’” And that is officially on record. 

Mr. Scnacuner. What is the third topic to which you wanted to 
address yourself ? 

Mr. Karesu. The third topic I should like to address myself to is 
what Mr. Tramutolo has suggested. I think it requires—and I say it 
with all kindness to my chief—amplification. There has been so 
much said about it. 

People may get the idea that Mr. O'Gara has been recommended 
to be discharged because he was attempting to investigate Internal 
Revenue matters. That is not the reason. I concur with Mr. Tramu- 
tolo. Nor does Mr. Collett, Chief of the Civil Division, or other 
members of the office——— 

Mr. Scuacuner. While you are on this topic, Mr. Karesh, there 
was a suggestion here in the speech or the remarks which Mr. O’Gara 
added at the end of his testimony this afternoon that there is some 
danger of reprisals against people who expose what they conceive 
to be malfeasances in Government offices. 

Are you prepared to deny that any such intention ever entered 
anybody’s mind ? 

Mr. Karesu. I am prepared to say that so far as I am concerned, 
and the members of the staff are concerned, no such idea is present at 
all. 

Mr. Scuacuner. Have you ever heard, or is there any intention of 
having any reprisals against Mr. Doolan? 

Mr. Kanes. When 1 you say “reprisals,” I think, if I may venture 
the opinion, that any man who will disclose confidential information, 
as he did in violation of the statute, perhaps something should be done 
to him, however laudable his motives may have been. 

I know Mr. Doolan made a statement under oath that all he heard 
about was scuttle butt and rumor. 

Mr. Scuacuner. Do you refer to that as confidential information / 

Mr. Karesn. I think when he take matters out of the Internal Rev- 
enue file and furnishes them to outside sources, that is a violation of a 
statute. Mr. Christman has been indicted because he has disclosed 
certain information. 

Of course, his Parposs may not have been laudable. He was being 
paid for it. Doolan’s purpose may have been laudable, but laudable 
or not, no person is supposed to go into those files and disclose con- 
fidential information in that way. If he had any complaint, he could 
have done it in an ¢ ho ee way. I had a great fondness for 

Mr. Scuacuner. Before you go any further, you talk here about 
scuttle butt, rumors, et cetera. Then you say he ought to be dealt with 
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for disclosing confidential information. It there any statute dealing 
with scuttle butt and rumors ‘ : 

Mr. Karesu. No. There is no statute that deals with scuttle butt 
andrumor. There is a statute, however, which deals with the disclos- 
ing of confidential information. If you are saying all that he did—— 

Mr. Scnacuner. Which statute are you referring to! 

Mr. Karesn. There is a statute which prohibits disclosure of any 
information from the Internal Revenue files. 

Mr. Curtis. May I ask there, please. I am familiar with the statute 
that prohibits anyone including this committee or anyone else from 
disclosing the contents of an income-tax return or any other tax return. 
But is there a Federal statute prohibiting the disclosure of wrong 
doing or acts that are believed to be wrong on the part of people ad- 
ministering tax laws? 

Mr. Karesu. Certainly not. I am not speaking of tax laws. Any 
statute. If a person has reasonable grounds to believe that felony 
has been committed under the felony statute he must report it to a 
jury or some appropriate official. ; 

Mr. Curtis. You would say, though, that a United States attorney 
would be an appropriate official ? 

Mr. Karesu. Yes: and a judge would be an appropriate official. 

Mr. Curtis. Mr. Tramutolo testified Mr. Doolan talked to him. 

Mr. Karesn. That is right. 

Mr. Curtis. Would you say a grand jury would be appropriate / 

Mr. Karesu. Absolutely; most appropriate. 

Mr. Curtis. Is not that what Mr. Doolan did? 

Mr. Karesu. I am speaking of Mr. Doolan giving this information 
to others than a grand jury and other than the United States at- 
torney. : 

Mr. Curtis. Did it involve matters contained on tax returns? 

Mr. Karesn. Yes. 

Mr. Curtis. Or was the essence of it the manner in which tax re- 
turns were handled by Bureau officials? 

Mr. Karesn. No. It involved the alleged tax liability of a very 
fine and a very prominent person, an unjustified accusation. 

Mr. Kean. There has been no testimony to that effect before us. 

Mr. Karesu. Perhaps not. 

Mr. Curtis. On this matter of disclosures, does anyone have a right 
to disclose grand jury proceedings, that is, what goes on in the grand 
jury room / 

Mr. Karesu. There is a rule in the Federal Rules of Criminal Proce- 
dure that prohibits the disclosure of information given the grand jury. 
There is a difference of opinion as to what matters may or may not be 
disclosed. I, for example, do not believe that the statement made by 
Mr. O'Gara is of that confidential nature, that is, before the grand 
jury on May 16, that it should not be disclosed, but some of my asso- 
clates seem to overrule me. I admit there is.a danger in the reveal- 
ing of the transcript for this reason: Because accusations have been 
made against responsible people that have not been substantiated, and 
if you reveal the transcript, you reveal the accusations against respon- 
sible persons. 

Mr. Curtis. Do you know one Jimmy Tarratino of Los Angeles 
and San Francisco? 
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Mr. Karesu. I know him in the sense that I have only spoken to him. 

Mr. Curtis. Did you ever talk to him on the telephone ¢ 

Mr. Karesu. Yes. He spoke to me on the telephone. 

Mr. Curtis. More than once? 

Mr. Karesu. Three or four times. 

Mr. Curtis. Did you ever tell him anything that went on in a grai(| 
jury? 

Mr. Karesu. No; I did not. 

Mr. Curtis. You do not know where he got his information ? 

Mr. Karesu. No. He had information. 

Mr. Curtis. He called you about it? 

Mr. Karesu. Yes. He called me about a narcotic case. I may say 
that I told him that we intended indicting, we believed, several people 
from several States, but who, what, where, why and when, I did not 
tell him. 

I will speak to any person who calls me over the telephone who say: 
he is interested in wiping out the narcotic traffic, let us say. But | 
have never phoned him. I have never visited with him. 

Mr. Curtis. You did not tell him that some indictments were con 
templated ? 

Mr. Karesu. That had been already announced in the newspapers. 
It had been announced in the San Francisco News and all the papers. 
that indictments were contemplated. We were working on it for a 
long, long time. 

The grand jury today finally finished its evidence and tomorrow | 
am going back to Washington in 7 with the District Super 
visor of the Bureau of Narcotics, Mr. Ernest Gentry, with the Chief 
Enforcement Agent, Mr. Craig, for conferences with the Attorney 
General’s Office, with the Bureau of Narcotics, and it is contemplated 
that on February 29 these indictments will be returned against many, 
many individuals. It is a very important case. 

Mr. Byrnes. You said that Mr. Declan in your judgment is guilt) 
of violating the secrecy section of the internal revenue statute, is 
that right ? 

Mr. Karesu. Yes. 

Mr. Byrnes. Do I understand that it is your belief that that was 
done in connection with his enumeration in the so-called bill of 
particulars ¢ 

Mr. Karesu. Yes. 

Mr. Byrnes. What item was that? You are familiar, of course, 
with the items in the bill of particulars. Which one of those items 
was in violation of that satute? That is, in your judgment? 

Mr. Karesu. I would have to disclose the name of a person who has 
not been adjudged guilty of the commission of any crime; he has not 
been indicted. I don’t want to mention his name. 

Mr. Byrnes. The matters of the bill of particulars have all come 
before the committee, and if you can identify the item in a general 
term. we will know what you are talking about. 

Mr. Karesu. May I look at the bill of particulars? 

Mr. Byrnes. Yes. 

Mr. Karesu. It is not in the bill of particulars. It must be one of 
those names that Mr. O’Gara wrote on the list that I have not seen. | 
believe they are referred to in the grand-jury transcript, the ac- 

cusations. 
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Mr. Byrnes. That matter has not come before this committee. Is 
there any information that that was disclosed to other than a United 
States attorney and to the grand jury? 

Mr. Karesu. It is my belief that it was, and I think the Intelligence 
Unit of the Internal Revenue will bear me out. Mr. Doolan has dis- 
closed confidential information. In addition, Mr. Doolan has—— 

Mr. Byrnes. That is the one item you refer to. Is that the one you 
refer to? 

Mr. Karesn. Yes. 

Mr. Byrnes. Do you have any other incident? 

Mr. Karesu. Yes, I have other incidents. Mr. Doolan has suggested 
to grand jurors that certain officials be suspended for certain reasons. 

Mr. Byrnes. It is my understanding that what we are talking about 
is this section 55, is that right ? 

Mr. ScuHacuner. Section 55 of title 26. 

Mr. Byrnes. That is right. Is that what we are talking about? 

Mr. Karesn. Yes. 

Mr. Byrnes. Certainly any disclosure of that information to a 
grand jury is covered by that title, is it not ¢ 
~ Mr. Karesu. A man has a right, of course, to disclose that to a 
grand jury. 

Mr. Byrnes. You are saying, as I understand it, that Mr. Doolan 
had talked to grand jurors about it. 

Mr. Karesn. No person has a right to go out to an individual grand 
juror. 

Mr. Byrnes. I see. 

Mr. Karesu. As a matter of fact, Mr. Doolan, in my humble judg- 
ment, violated the statute, that is, the obstruction of justice statute, 
which says you shall not take out any written instructions to any jurors 
unless it is a request to appear before the jury itself. He took out a 
recommended suspension of officials that jury had under recommenda- 
tion for possible indictment, which is a violation of the obstruction of 
justice statute in my humble judgment. 

Mr. Byrnes. This is before or after May 16? 

Mr. Karesu. After May 16. His explanation was that he was doing 
the right thing. At the same time may I say that a grand jury had 
before it that so-called recommended suspension of officials that ap- 
peared in a local paper, only leaving the name blank. So the papers 
had the same information that Mr. Doolan had taken out to the grand 
juror and they made copies of it and passed it out. 

Mr. Byrnes. Anybody has the right’to recommend the suspension of 
any public official he wants, does he not ¢ 

Mr. Karesu. Yes. 

Mr. Byrnes. It happens every day. 

Mr. Karesu. Yes. But he has no right to recommend the suspension 
of officials for alleged irregularities to a grand jury in writing when 
it is considering a matter. It is a violation in my humble judgment 
of the obstruction of justice statute. It says that you sh: ll not com- 
municate with any one juror in writing. Nothing in the statute shall 
be construed to prevent a person, however, from requesting an appear- 
ance before the grand jury. And as I say, the very document that 
went to the individual juror, that came to the grand jury, was to be 
considered the very morning when in the newspaper the identical items 
were said would be considered by that grand jury. 
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Mr. Scuacuner. To begin with, Mr. Karesh, you mentioned hey, 
violations by Mr. Doolan of section 55 of title 26. 

Mr. Karesu. Yes. 

Mr. Scuacuner. That is, of the United States Code. 

Mr. Karesn. Yes. 

Mr. ScHacuner. And you mentioned that it is your belief that }. 
so did violate. 

Mr. Karesn. Yes. 

Mr. Scnacuner. Actually you have not examined any witnesses 
under oath, have you? 

Mr. Karesn. I may say that I examined him under oath before 
the grand jury. 

Mr. Scuacuner. And that is how you found out that he violate; 
title 26, section 55 ? 

Mr. Karesu. That is one of the things. And in my humble opinion, 
the report 

Mr. Scuacuner. Just a minute; will you stick to that? Did you 
find that out ? 

Mr. Karesu. Yes; I found that out. 

Mr. Scnacuner. Did you find out exactly what title 26, section 5) 
covers ¢ 

Mr. Karesu. Yes; preventing disclosures of tax matters. If I have 
a return of John Jones 

Mr. Scuacuner. Mr. Karesh, doesn’t the statute read just a little 
differently ¢ 

Mr. Karesu. In what respect, Counsel ? 

Mr. ScuHacHner. We won't debate the law here, but don’t you think 
before you voice your belief that somebody has violated the law you 
should know exactly what the law reads like? 

Mr. Karesu. Counsel, I assisted in the preparation of the Christma: 
indictment which was for disclosure of information from the Interna! 
Revenue files. So I think, sir, and I say it respectfully, that I know 
that section. At least I think I know it. 

Mr. Scuacuner. Isn’t the section limited to disclosure of informa- 
tion derived from tax returns ?¢ 

Mr. Karesn. Yes. 

Mr. Scuacuner. Well, now—— 

Mr. Karesu. Or assessment roles, 

Mr. Scuacuner. Does the statute say assessment roles? 

Mr. Karesu. I assume. We analyzed that in drawing up the in- 
dictment against Mr. Christman. We went into that. 

Mr. Scuacuner. And in your opinion Mr. Doolan did disclose some 
such thing / 

Mr. Karesn. Absolutely. 

Mr. Scuacuner. And you have evidence of that ? 

Mr. Karesu. I believe I have the evidence. 

Mr. Scuacuner. The evidence consists of his own confession ? 

Mr. Karesu. And the reports by the Internal Revenue Bureau, so 
I have been informed. 

Mr. Scuacuner. In other words, you base your belief on hearsay ? 

Mr. Karesu. I wouldn't consider—you mean a report of an agent 
being hearsay ? ; 

Mr. Scuacuner. Yes. 
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Mr. Karesu. Well, yes, part hearsay and part of what I heard my- 
self. 

Mr.. Scaacuner. Allright. In part it is hearsay. 

Mr. Karesu. And part what I have ina transcript. 

Mr. Scuacuner. but in part it is hearsay. 

Mr. KaresH. Competent hearsay. 

Mr. Scuacuner. What do you mean by “c ompetent” You mean 
you could introduce such a report in a court of law? 

Mr. Karesu. I mean to say if one of the intelligence agents in whom 
I have the highest confidence, let me say, Mr. William F1 rank, revealed 
certain information that he had disclosed confidential information 
from the files, that is sufficient for me. 

Mr. Scuacuner. That is, you would believe the hearsay and that 
is what you mean makes it competent ? 

Mr. Karesu. I would believe the hearsay when taken in relation to 
the grand jury transcript I have plus the examination of Mr. Doolan 
that I made myself. 

Mr. Scuacuner. I was just trying to compare that with what Mr. 
Doolan did. Here you give us some charges against Mr. Doolan based 
on hearsay, he makes charges on hearsay; is there any material dif- 
ference between what you do and what you seem to think is illegiti- 
mate when he does it ? 

Mr. Karesu. You mean when I have a transcript from which 
maybe a reasonable conclusion—— 

Mr. Scuacuwner. I do not want to argue that with you, but I take 
it you feel there is some difference between what you do and what 
Mr. Doolan does. 

Mr. Karesu. No, I don’t. 

Mr. Scuacuner. That is all right. 

Mr. Karesu. It depends on whether he does the right thing or if 
Ido the right thing. There is not one rule of law for him and one rule 
of law for me. 

Mr. Scuacuner. That is what I meant to suggest. 

Now, turning to the next topic. 

Mr. Karesu. Yes. 

Mr. Scrnacuner. That is. this communicating with individual 
jurors. 

Mr. Karesu. Yes. 

Mr. Scnacuner. Just why cannot a man communicate with indi- 
vidual jurors ? 

Mr. Karesu. I may answer that. There is a statute set up by the 
Congress of the United States that has said so. 

Mr. Scuacuner. Which statute is that? 

Mr. Karesu. Eighteenth United States Code, section 1504. 

Mr. Scuacuner. Is that-the one dealing with written communi- 
cations? 

Mr. Karesu. Written communications. 

Mr. Scuacuner. I was going to come to that next. But first. the 
oral communications. You said something there was wrong with him 
going to an individual grand juror. What is wrong about that? 

Mr. Karesn. I believe, in my humble judgment, and I have had 
disagreement, that a person who goes to a grand juror with an at- 
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tempt to influence his decision, to influence his decision in a matte; 
pending before it, may violate the obstruction of justice statute. 

Mr. Scuacuner. Let us take this influencing the decision. [I s 
pose there may be obstruction of justice if some man holds a gun to 
individual or collective grand juror’s head and says, “You vote | 
way or else.” But what is wrong with giving information to an 
dividual grand juror? 

Mr. Karesu. Then I shall ask you this question, sir. What 
wrong with sending it to him in writing ‘ 

Mr. Scuacuner. There is a statute against that, but there is 1 
statute against talking to him. 

Mr. Karesu. I am not so sure that it is not a contempt of court o1 
if it is not a violation of obstruction of justice statute. Let me as! 
you, sir, I am sorry, I hope I am not being disrespectful, what woud 
happen to a defense lawyer if his clients were being considered for 
indictment and someone talked to jurors. I know what would happe 
to that lawyer. He would be jailed for contempt of court. It is my 
humble judgment. And let me say, I won’t venture an opinion. 

Mr. Scuacuner. Somebody might disagree with you. 

Mr. Karesu. Yes. Members of my own office have perhaps dis 
agreed with me on that. 

Mr. Scuacuner. And then it is perhaps not surprising that M: 
Doolan disagreed. 

Mr. Karesn. I think Mr. Doolan in effect has admitted that he did 
wrong, but I think wrong for laudable purposes. 

Mr. Scuacuner. Just a minute. We are not talking about all of 
his colleagues. But where there are a lot of your colleagues sayin 


ha 


Mr. Doolan in this particular matter was right, he cannot be blamed 


too much for being of the same opinion, can he? 

Mr. Karesu. Just a moment, counsel. 

Mr. Scuacuner. I will withdraw it. 

Mr. Karesu. We have not said anything. 

Mr. Scuacuner. I will withdraw the question Mr. Karesh, becaus: 
we are getting too involved in this. 

Mr. Karesu. Yes. 

Mr. ScuacuNner. Let me ask you this much. I take it before you 
or your office do anything about Mr. Doolan, vou will first determin 
whether a violation of law has occurred. You are not giving 
your final judgment yet? 

Mr. Karesu. No. 

Mr. Scuacuner. Indeed not. And in due course, if that shoul 
ever come up, some jury or some court will determine that. But ther 
will not be any reprisals, will there ? 

Mr. Karesu. No, there is no reprisal for a man attempting— 

Mr. Scuacuner. If he has not violated the law, there will be no r 
prisal against him, is that right? 

Mr. Karesu. Absolutely not. As a matter of fact, 1 think peopl 
are leaning too far backward to protect him. 

Mr. Scuacuner. We do not have to go into that. But certainly 
there will be no reprisal against him. There will be no reprisal: 
against Mr. O'Gara ? 

Mr. Karesu. No: not reprisals. 

Mr. Scuacuner. And certainly their appearances before this com 
mittee will not meet with any sanctions. 
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Mr. Karesu. Absolutely not. They have a perfect right to appear. 
Mr. Scuacuner. I have no further questions, Mr. Chairman. 
Chairman Kine. I have an observation, if that is important. When 
you were dealing with disagreement among men and laywers in _ ir 
ticular, I was thinking of the five to four decisions we read about, 
it is not unusual at all. 

Any questions ‘ 

( No response. ) 

Mr. Karesu. Members, maybe I am proceeding in a field where I 
don’t belong. You say are there going to be any reprisals. Mr. 
Tramutolo has recommended the suspension of Mr. O'Gara. ‘The 
members of the staff, at least the overwhelming number, concur in the 
recommendation. I will assure the committee that if the recommen- 
dation of Mr. Tramutolo is followed, what is being followed is not 
reprisal. Maybe I could explain that. 

Chairman Kine. Give us some reasons for feeling as you do if you 
have any feeling in the matter. 

Mr. Karesu. I say it very kindly. On June when Mr. Tramutolo 
came back from Washington, it was suggested that he had discussed 
the matter with Peyton Ford, and they were going to discharge Mr. 
O’Gara. I said I have known Mr. O’Gara a long time, he is a hard 
working person, he has a bit of a temper. I didn’t know what had 
gone on before the grand jury. People had referred to it as “Wild 
Wednesday.” I didn’t know what had gone on. I urged Mr. Tramu- 
tolo not to fire Mr. O'Gara. As I said, his father taught me in law 
school. But after Mr. McMillan later on told me what had occurred 
before the Taylor grand jury on Wild Wednesday, and Mr. Colvin 
had confirmed it, and then finally [ had got |.old of the transcript, well, 
we have had no other alternative except Mr. O’Gara’s resignation or 
dismissal from the office. 

And I want you gentlemen to know that when he leaves the office, 
if he is dismissed, that he is not being dismissed because he attempted 
to uproot corruption. That is not so at all. We have no alternative 
under the circumstances except to have him leave the office. 

Mr. Byrnes. But it is based on May 16, and what transpired on 
that day, as 1 understand it. 

Mr. Karesn. No; it is based on more than that. It is a series of 
incidents that have culminated in this. Mr. O'Gara, for example, 
has made accusations. He made it before the grand jury, and it was 
the Rusk grand jury, in effect, that the members of the United States 
attorney’s office are deliberately withholding matters from grand 
jurors. That is not true. For Mr. O’Gara to remain in an office 
where he accuses—— 

Mr. Byrnes. Were you present at the time those were made? 

Mr. Karesu. Yes, and it is in the transcript. 

Mr. Byrnes. What is in the transcript, of course, is a rather difficult 
thing, it seems to me, my j Chairman, ina way. You can say what you 
he: ard Mr. O'Gara say, I think, without any difficulty. But what is in 

the transcript or the inter rpretation of what is in the transcript is a 
pretty difficult thing because this committee does not have access to it, 
and I do not know that you can come out and testify exactly what is in 
there so that this committee can put its own interpretation on what 
actually was said and what transpired. 
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_Mr. Karesu. I think I have a perfect right to recount. I don’t con. 
sider it a privileged communication. I have a perfect right to relate 
what Mr. Colvin told me and what Mr. McMillan told me, when I had 
been the one that had said he should not be suspended, and these things 
come out added to other things. I should like to say precisely what 
they told me. After all, I am Chief of the Criminal Division, and he 
is not working under me. 

Mr. Byrnes. I have no particular objection to it, because we have 
certainly received an awful lot of hearsay and a few more minutes of 
hearsay is not going to hurt us any, I do not suppose. 

Mr. Karesu. Mr. McMillan said there were grave charges against 
Judge Roche. 

Mr. Byrnes. Mr. McMillan told us, so we have that in the record. 

Mr. Karesn. That is right. He didn’t give you the details and 
Mr. O'Gara denies that. Why do I take Mr. MeMillan’s word and 
Mr. Colvin’s word against Mr. O’Gara’s word? That is a normal 
question. After all, I was the one who worked with him and was 
the friendliest one in the office to him. Because if you take what Mr. 
Colvin and Mr. McMillan said, and you read this transcript, then you 
say, Mr. McMillan and Mr. Colvin are right. Mr. O’Gara by his own 
words before May 16 talked to two lawyers by his own admission and 
here it is in black and white—— 

Mr. Byrnes. Can this committee read that transcript of what 
he said ¢ 

Mr. Karesn. I feel, and I shall urge it, that this transcript be 
turned over to this committee. 

Mr. Byrnes. I think that would be very fine if we could see it, and 
I think you understand my reason for being hesitant. 

Mr. Karesu. Yes. 

Mr. Byrnes. To receive the opinions of anybody as to what a tran- 
script says or purports to say, when the committee, at least as of this 
moment, has no access to that transcript. 

Mr. Karesu. Mr. Congressman, Mr. O’Gara accused us, Govern- 
ment officials, that we in a sense would call him a disturbed war vet- 
eran, and in effect put himaway. That is what he thinks we do to him 
Chose are his words, a “disturbed war veteran, put me away.” That 
some accusation to make against Government oflicials including us, 
because he is testifying there that we are going to call him a disturbed 
war veteran and put himaway. [think that is a terrible thing to sa 
and he said it. And I wish to say he came into my office, and I have 
Judge Waring’s picture, Judge Waring had given me a picture and he 
turned the picture to the wall and this was done in the presence of 
Mr. Peckham, and this is not hearsay, and he said, “Look what you 
have done to this man, how you have betrayed Judge Waring. You 
are not fit, in a sense, to look at the picture,” and he turned it to the 
wall. And he said, “I will get out of here” in effect, as best I ca 
recall, “but before 1 get out of here, I will fix you all.” That is some- 
thing he said. 

Mr. Byrnes. When was this and what was the occasion for it? 

Mr. Karesn. Some time in the fall. 

Mr. Byrnes. We might just as well find out what it is all about. 

Mr. Karesn. Some time in the fall. I don’t reeal] the exact time. 
Mr. Peckham will tell you. May I say this, gentlemen, since you say 
you are not supposed to go into the transcript, it is highly significant 
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that by his own admission Mr. O’Gara immediately after Wild Wed- 
nesday went over to the Federa] Bureau of Investigation and made 
4 phone call to Judge Waring, and he released this to Congressman 
Hillings, and it was printed in the paper. Why did you do it! Be- 
cause I felt that there might have been an obstruction of justice com- 
mitted on Tuesday, May 16, and I wanted to report it to a judge, which 
is a Suggestion that there had been a felony committed and and he didn’t 
want to violate the felony statute, and he went over to the Bureau 
and made that call to Judge Waring. I don’t know who he is accus- 
ing of obstructing justice, Judge Roche, Mr. Hennessy, Judge Good- 
man, or Mr. MeMillan. But he did say he went over to the FBI and 
had to report it to a judge. 

Mr. Byrnes. Whom did he say that to? 

Mr. Karesn. That was said when the FBI came and questioned Mr. 
O'Gara. 

And he in turn released his answers to Congressman Hillings, and 
Congressman Hillings released them to the newspaper, and they ap- 
peared in the press here. 

There was an indication that Mr. O’Gara believed that somebody 
had obstructed justice on May 16, 1951. 

Mr. Byrnes. Were the words “obstruction of justice” used in that 
release ¢ 

Mr. Karesn. I think those were the words. I am not certain, but 
there is certainly the suggestion. That is why he called Judge Waring 
from the FBI office. 

Mr. Byrnes. Are you saying that he definitely did allege a crime, 
namely, obstruction of justice’ Is that what he did? 

Mr. Karesn. Maybe I read the thing wrong. It has been in the 
newspaper. ‘That was my impression that I gathered. Why did he 
goto the FBI office ? 

Maybe lam wrong. It is in the record. 

Mr. Byrnes. That is your interpretation of what you read? 

Mr. Karesu. That is my interpretation of what I read. 

Mr. Byrnes. But you cannot say in so many words that he did 
positively allege an obstruction of justice? 

Mr. Karesu. When I take into consideration what Mr. MeMillan 
said, what Mr. Colvin said, what is in the transcript, what appeared 
in the newspaper, as he reported it to Congressman Hillings. his 
answers to the FBI—yvyes, he did accuse the Government officials of 
obstructing justice, which is a very serious and unfair accusation to 
make against these oflicials. 

Mr. Byrnrs. Prior to May 16 no recommendation was made for 
Mr. O’Gara’s dismissal, was there ? 

Mr. Karrsu. May 16? 

Mr. Byrnes. Prior to May 16. 

Mr. Karesur. No, no. 

Mr. Byrnes. All of this that you are relating now has to do with 
the period following May 16? 

Mr. Karrsu. May I say this, there was an incident that arose—the 
so-called Aleatraz incident—where Mr. O'Gara had embarrassed the 
a at Aleatraz. a d embarrassed the Director of the Bureau of 
1) isons. 
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Mr. Byrnes. That is not responsive to my question. I am asking 
if there was any question of the dismissal of Mr. O’Gara prior to 
May 16. 

In this Alcatraz incident were charges made against Mr. O’Gara 
and the question of suspension or dismissal brought up at that time’ 

Mr. Karesn. I know that the prison officials came over, and I know 
that 

Mr. Byrnes. First answer that, and then you may want to go into it. 

Mr. Karesn. No; not as I know of. 

Mr. Hennessy kind of corrected the incident, but Warden Swope no 
longer wanted Mr. O’Gara to handle any matters arising out of 
Aleatraz. That is why I took over. 

Mr. Byrnes. But was there any action as far as dismissal or requests 
for dismissal or discussion of dismissal, in the office ? 

Mr. Karrsu. No. When Mr. Hennessy was a bit excited about it 
I spoke to Mr. Hennessy and said, “Well, you know Charlie is 
little hot-tempered. Just forgive him”—as I did May 16. 

Chairman Kine. Will you give us what information you have o1 
the incident involving Alcatraz. 

Mr. Karesn. It all appeared in the press. 

Mr. O’Gara explains it away. He says that the newspapers mis- 
understood him. 

Some guard presumably smuggled a letter out of the prison—into 
the prison, and Mr. O’Gara released a statement about trouble and 
turmoil at Alcatraz? 

And I know that Mr. Bennett, I understand, put in a call to Mr. 
Hennessy. 

Mr. Swope was quite upset about it. 

This happened in relation to this maximum security institution, and 
I took over the trial of the murder case out of Alcatraz. 

Mr. Byrnes. When was this? 

Mr. Karesu. My complaint was filed—— 

Mr. Byrnes. I mean when was this incident ? 

Mr. Karesu. Sometime in the spring of 1951, I think. 

Chairman Kine. What was the nature of the misbehavior or 
dereliction ? 

Mr. Karrsu. The announcement that there were these terrible con- 
ditions at Alcatraz, and everything was in foment over there. And a 
call came out of the Bureau of Prisons in Washington, “What is going 
on at Alcatraz?” 

There wasn’t anything like that at all. 

Mr. O’Gara says he was misunderstood by the newspapers. 

Chairman Kine. It was a smuggling matter in which a guard was 
involved ? 

Mr. Karesn. Yes. Made it appear as if there was a lot of troubl: 
going on at Alcatraz. 

Chairman Kine. Did that involve Mr. Hennessy at that time? 

Mr. Karesn. Mr. Hennessy called Mr. O’Gara. I spoke to Mr. 
Hennessy, and it was all smoothed out with the officials at Alcatraz 
It was embarrassing to the prison officials, I know. 

Chairman Kina. What else have you to relate, Mr. Karesh, that 
would be of interest to the committee ? 

Mr. Karesn. I think that Mr. O'Gara, according to the FBI reports, 
when the FBI agents came to him and talked to him about alleged 
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jury tampering—I think you have the report—I think he was inso- 
lent to agents of the Federal Bureau of Investigation. 

I don’t think a law-enforcement official has any right to be in- 
solent. I don’t think that Mr. O’Gara has a right to talk to jurors 
after Judge Goodman has told him to stop it. Maybe Judge Good- 
man was wrong, but Judge Goodman is still the judge of the court. 

I don’t think that Mr. O’Gara has a right to state to two lawyers 
about what he contemplates doing before a grand jury by his own 
admissions. I don’t think that he has a right to accuse respectable 
citizens, as he did on May 16—very highly placed citizens—by con- 
iecture and by speculation. 

' Mr. Kean. All he was doing was bringing it up within the secrecy 
of the grand jury room, was he not ? 

Mr. Karesu. When you take 23 people in a grand jury room and 
you make inflammatory statements, and you talk about how a respect- 
able person is not paying his bills, and things like that, and you make 
accusations of a conspiracy between these people, and you bring 
out that somebody gave a check and it bounced back, I don’t think 
that that is proper on the part of an official, to tell that to a grand 
jury. 

Mr. Byrnes. Is there anything illegal about it ? 

Mr. Karesu. Is there anything illegal about saying—— 

Mr. Byrnes. You used the word “proper.” Is it merely a matter of 
propriety, or it is more than that ? 

Mr. Karesn. It is highly improper and unbecoming of an assistant 
United States attorney. 

[am going away, gentlemen—I might as well be frank—I am going 
away to Washington, and I have left instructions with Mr. Drews to 
see to it that Mr. O'Gara does not get in that grand jury room, because 
I don’t know what he is going to do. 

And I may say that on May 23 Mr. McMillan came to me and said 
“Would you do me a favor?” 

And I said, “What?” 

And he said, “I am afraid Charles O’Gara is going to come crash- 
ng into the grand jury. Will you stand at the door?” 

And then he said, “Will you sit inside, and if he comes inside will you 
see to it that he gets out? I don’t know what he is going to do.” 

[ say these things with a deep sense of sadness. I have worked 
very hard with him. He was able, he was efficient, and I just don’t 
cnow what got into him. 

[ recall when Mr. McMillan sent me down on May 11, he said, “Mr. 
Davies is in there, and Mr. O’Gara is probably considering something 
he shouldn’t.” 

i walked in there, and I said, “What is going on in here?” 

And I saw Mr. Davies, and said, in effect, “What right have you got 
n here ¢” 

And in no uncertain terms he just told me to get out of there. And 
rather than create a scene, I got out of there. 

Mr. Curtts. Do you believe that officers should conform to the de- 
isions and wishes of their superiors ? 

Mr. Karesn. If the wishes of the superiors run counter to the wishes 
of the subordinate, let the subordinate resign, and let the subordinate 
make his protests. There are ample forums to make the protests. 
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Mr. Curtis. Until the Attorney General of the United States re. 
moves Mr. O’Gara, don’t you think the rest of you should assign him 
some duties and work with him ¢ 

Mr. Karesu. Sir, with what I know—and I will put myself on 
record, and I will not compromise and I will not equivocate—being 
an assistant United States attorney is a position of great trust and 
honor. Mr. Collett has made the statement—and he is a commander, 
and I ask you to call him—that to put Mr. O’Gara in charge of civi! 
work is inimical to the best interests of the United States. 

And I say that before I will assign Mr. O’Gara any criminal work, 
in view of what I know, and after reading this transcript, 1 should 
prefer to submit my resignation. 

And I was the one that—— 

Mr. Curtis. What is the taxpayers’ position in all of this? Mr. 
O'Gara is isolated, draws his salary, and is not assigned any duties. 

Mr. Karesu. Mr. Tramutolo wrote a letter to the Department of 
Justice. He set forth all of these specifications, and he set forth all 
of these charges to the Attorney General. 

He told the Attorney General that he was not putting him on any 
work. And the Attorney General has not directed him, as I gather, to 
put Mr. O’Gara on any work. 

I recall that Mr. Collett said that he himself would not give any 
work to Mr. O'Gara. 

Mr. Currts. I am glad to know that the Attorney General concurs 
in that, because this committee has found evidence of the practice of 
that procedure in the Department of Justice in Washington. 

Mr. Karesu. The Department of Justice is my superior. I am not 
criticizing. I am simply saying, gentlemen, that neither Mr. Collett 
nor Mr. Tramutolo want him to do any work. 

And there is no connection between his attempt to wipe out cor- 
ruption and our making that statement. 

Mr. Collett is just as much interested in wiping out corruption as 
Mr. O'Gara, but Mr. Collett doesn’t want him on civil work. And Mr. 
Collett was a man that we brought out of the Navy. He had been in 
the war. He was a decorated war veteran. He went into the Navy 
again, they called him, and we called him back to take charge of the 
civil division. 

And he said, “I do not want him to work on any civil cases. 

And I say I do not want him to work on any criminal cases. 

Gentlemen, I am sincere when I say this. I have to issue an orde: 
to Mr. Drews to keep him out of the grand jury room. I don’t know 
what he is going to do, in view of what he said about Judge Roche, 
and what he said about Mr. Hennessy, and what he said about these 
innocent people in here, these accusations against them. I don’t 
want a repetition of May 16 in my absence. 

Mr. Kean. If the Department of Justice knows, as you say they do, 
the attitude of those in your department here, why do you think the 
Deparment of Justice continues to waste the taxpayers’ money by pay- 
ing Mr. O'Gara $5,200 a year? 

Mr. Karesu. Sir, that is a matter for the Department of Justice. | 
know Mr. Tramutolo has made his position quite clear. I read the 
letter of October 5, and I read the other letter. 

Now, it has created in our office a tremendous problem. It is a 
morale problem. The people just don’t want to work with him. 
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And I was the last one, gentlemen, to fall in line in that regard. 
I defended him until pr: — ally the very last. And I have been 
called to task for it because I did. But when all these things fell into 
lace, and when I read this transcript for the first time- 

Mr. Byrnes. Mr. Chairman, I am going to have to object to any 
further references to this transcript. The gentleman knows that we 
cannot have access to the transcript. The public cannot have access 
to that transcript. And all we are taking is the judgment of one in- 
dividual’s interpretation of it. 

[ just do not think it is fair to anybody to take a transcript as a basis 
for any testimony. 

Mr. Karesu. Mr. Congressman, it is the transcript that bears out 
what Mr. McMillan and Mr. Colvin said. 

Mr. Byrnes. It isa transcript of the proceedings before the erand 
jury 

Mr. Karesn. It is the unauthorized talking of an assistant United 
States attorney, that to my way of thinking does not warrant the 
veil of secrecy. And I shall ask the Attorney General in fairness to 
the office of the United States attorney to turn it over to you, with 
the understanding that these innocent people that may have been 
maligned, their names shall not be mentioned. 

Mr. Byrnes. Until that is turned over to the committee, Mr. Chair- 
man, I am going to object to any further testimony that relates to an 
interpretation of what is in that testimony. 

Chairman Kine. I will sustain the objection, but at the same time I 
will state that under the circumstances I will appreciate any efforts by 
our counsel or you, sir, in having that transcript properly put in the 
committee’s hands. I think it will be valuable. 

Mr. Karesu. Yes. 

Mr. Kran. Do you think that perhaps, Mr. Karesh, the reason that 
the Attorney General is wasting the t: ixpavers’ money by $5,200 a year 
is the fact that he believes that the people of San Francisco have a 
good deal of sympathy with Mr. O’Gara’s point of view, and that it 
might be politically hurtful for a campaign in 1952 to dismiss Mr. 
O’Gara at the present time ? 

Chairman Kinq. I would advise you not to answer that question, 
and if Mr. Kean wants to ask me, I will give him an answer: Yes. 

What else, Mr. Karesh ? 

Mr. Karesnu. I have nothi ng els se. 

Chairman Kine. Mr. Counsel, what else? 

Mr. Scrracuner. I have no further questions, Mr. Chairman. 

Chairman Kine. Perhaps, then, we might be advised as to the pro- 
gram tomorrow before I adjourn the meeting. Mr. Counsel. 

If we do not announce if here, I will have to answer it {2 times 
later. 

Discussion off the record.) 

Chairman Kine. The meeting will adjourn until 10 a. m., tomorrow 
morning, at which time we hope to have Mr. Seward as the first wit- 
ness. 

(Thereupon, at 6:30 p. m.. a recess was taken until Saturday. Feb- 
ruary 16, 1952, at 10 a. m.) 
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SATURDAY, FEBRUARY 16, 1952 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON ADMINISTRATION OF THE INTERNAL 
Revenve Laws or THE COMMITTEE ON Ways AND MEANS, 
San Francisco, Calif. 

The subcommittee met, pursuant to recess, at 10 a. m. in room 276, 
Main Post Office Building, San Francisco, Calif., Hon. Cecil R. King 
(chairman of the subcommittee) presiding. 

Present: Representatives King, Kean, and Byrnes. 

Present also: Adrian W. DeWind, chief counsel; Bruno Schachner, 
special counsel; John E. Tobin, assistant counsel. 

Chairman Kine. Mr. Seward, please. Will you come forward, sir, 
and be sworn? Do you solemnly swear the testimony you will give 
will be the truth, the whole truth, and nothing but the truth, so help 
you God? 

Mr. Sewarp. I do. 

Chairman Kine. Please be seated, Mr. Seward. 


TESTIMONY OF RICHARD H. SEWARD, INVESTMENT COUNSELOR, 
SAN FRANCISCO, CALIF. 


Mr. DeWinp. Mr. Seward, what is your full name, please? 

Mr. Sewarp. Richard H. Seward. 

Mr. DeWrxv. What is your occupation, Mr. Seward? 

Mr. Sewarp. I am an investment adviser—investment counselor. 

Mr. DeWrnp. Mr. Seward, you were chairman, were you not, of a 
Federal grand jury in the city of San Francisco? 

Mr. Sewarp. Foreman of the jury, so-called. 

Mr. DeWinp. Iam sorry. I meant to say foreman. 

Mr. Sewarp. Yes. Pardon me. 

Mr. DeWrnp. Mr. Seward, this committee is inquiring into the 
manner in which the office of the United States attorney conducted an 
inquiry into charges made against personnel of the office of the collec- 
tor of internal revenue of San Francisco As foreman of the Seward 
grand jury, can you please tell the committee the connection you had 
with the inquiry that I have referred to? 

Mr. Sewarp. The connection I had with the Internal Revenue? 

Mr. DeWrnp. Yes. 

Mr. Sewarp. The connection I had with the Internal Revenue was 
rather limited. We were approached and given evidence or given 
information which led us to the conclusion that the matter should be 
investigated, and, therefore, after reviewing the preliminary evidence, 
we suggested that the matter be taken before the then current grand 
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jury, which was the Taylor grand jury. We felt that that would be 
the proper procedure. 

Mr. DeWinp. Mr. Seward, when did you first hear of these matters 
involving personnel in the collector’s office ? 

Mr. Sewarp. At a meeting that was held—I can’t give you the exact 
date—I think it was about the 10th of May, if I am not mistaken. 

Mr. DeWinp. How did that meeting come about, Mr. Seward? 
Was that a meeting of the Seward grand jury? 

Mr. Sewarp. No; it was a meeting of a small group. Do you wish 
me to name those present ? 

Mr. DeWinp. Yes; if you would. If you would just tell the com- 
mittee all about the meeting, who called it, who was there, and what 
happened, 

Mr. Sewarp. I believe it was called by Mr. O'Gara. I believe Mr. 
O’Gara phoned me and asked if I would appear with a group of several 
men who could give me information relative to alleged wrongdoing 
in the Internal Revenue. Those present were Mr. Doolan, Mr. O'Gara, 
Mr. Montgomery, and Mr. Hyer, besides myself. 

Mr. DeWinp. And where did that meeting take place, Mr. Seward? 

Mr. Sewarp. The Sir Francis Drake Hotel. 

Mr. DeWinp. Was this the very first you had heard of any charges 
against personnel in the collector’s office 

Mr. Sewarp. There had been rumors of irregularities. There had 
been press reports. I believe the Kefauver committee had aired the 
matter to a certain extent. Just exactly how much I knew at that 
time relative to it is difficult for me to recall. 

Mr. DeWinp. This was the first reference to the collector’s office 
that had come to you in your capacity as foreman of the grand jury? 

Mr. Sewarp. Yes; that is correct. 

Mr. DeWrinp. Were you the only member of the grand jury that 
attended this meeting at the Sir Francis Drake Hotel ? 

Mr. Sewarp. I was; yes. 

Mr. DeWinpb. Could you please tell the committee what took pla e 
at that meeting and what was said / 

Mr. Sewarp. Asa matter of fact, the meeting did not last very long 
There was enough information given me to make me believe that :t 
was proper for us to bring the matter before the grand jury. 

Mr. DeWinb. Who gave.you the information, Mr. Seward ? 

Mr. Sewarp. It was given to me mostly by Mr. O’Gara. 

Mr. DeWrnp. How did he present it to you? Did he just tell you 
about certain matters or did he give you any written information? 

Mr. Sewarp. No; there was no written information given. I am 
quite certain of that. 

Mr. DeWixp. Could you just describe in as great detail as possibk 
what happened at the meeting ? 

Mr. Sewarp. It is difficult to be perfectly accurate in a matter of 
that kind that has taken place such a long time ago. 

Mr. DeWrnp. I realize that. 

Mr. Sewarp. You understand a great many things have happened 
since that time, and it is difficult to draw the line as to what you knew 
at that time, and what was said at that time, and what was not said. 
If I may say this, there was nothing about the meeting that was in 
the nature of a conspiracy. Whvy we met at that hotel—I believe it 
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probably would have been better to meet in my office, but at any rate 
we did meet there. 

Mr. DeWrnxp. There was no particular reason why you should 
meet at any given place. ‘There was no reason why it should not have 
been the hotel rather than your office, as far as I can see. 

Mr. Sewarp. I don’t know, except that meeting In a hotel room 
sounds a little bit conspiratorial. . 

Mr. DeWrxp. I had not meant to suggest that I thought it was. 

Mr. Sewarp. No; I gathered that, though, from possibly some of 
the things that I have read. 

Mr. DeWinp. Just what did take place there ¢ 

Mr. Sewarp. Merely an outline of a number of irregularities. As 
] Say, they seemed to be of sullicient import to make it imperative 
that the matter be taken before the grand jury. I thought certainly 
the matters should come before the grand jury and if any evidence 
was available, it should be presented. 

Mr. DeWinv. Mr. Seward, you are now familiar with the so-called 
bill of particulars; are you not ? 

Mr. Sewarp. Yes. 

Mr. DeWrnp. Were the matters that Mr. O’Gara mentioned matters 
that were contained in the bill of particulars ¢ 

Mr. Sewarp. There may have been some of those matters, but I am 
quite certain that the full bill of particulars was not presented. 

Mr. DeWinp. No; I gather he just made an oral presentation 
to you. 

Mr. Sewarp. That is correct. 

Mr. DeWinv. And I wondered whether the matters he brought up 
were all matters that were contained in the bill of particulars. 

Mr. Sewarp. I am not quite certain I can answer that accurately. 

Mr. DeWinp. What part did Mr. Doolan play in this meeting, if 


. Sewarp. Very little, if I remember correctly. 
* DeWinv. Do you remember any part he did play? 
*. Sewarp. No; I do not, frankly. 

Mr. DeWinpv. You do not recall that he said anything or was asked 
anything ¢ 

Mr. Sewarp. I think that the probability is that he was there for the 
purpose of verifying anything that Mr. O'Gara might have said, and 
also | presume that Mr. Montgomery and Mr. Hyer were there for 
the same reasons, They had done a great deal of work on this. 

Mr. DeWixp. Was Mr. Doolan called on to verify any of the in- 
formation that Mr. O’Gara gave to you? 

Mr. Sewarp. I can’t honestly answer that. I would be glad to, if 
I could, I assure you. I have no disposition to evade any answer at 
all. L simply do not remember exactly whether he was or not. 

At any rate, the only thing I can say is that I was convinced from 
the conversation that took place at that time that it was a matter of 
suflicient importance to be placed before the grand jury, and I immedi- 
ately called a meeting. ‘There was another reason also for calling a 
meeting. We had planned to call a meeting in any case but I felt 
that was a matter that should properly come before a grand jury. In 
fact, that we could hardly avoid bringing it before the grand jury in 
view of the fact that the facts had been placed before us. 

Mr. Byrnes. In view of what? I did not hear that. 
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Mr. Sewarp. In view of what had been placed before us, I could 
hardly see how I could avoid taking it up with the grand jury. 

Mr. Byrnes. You mean what had been placed before you at this 
meeting at the hotel? 

Mr. Sewarp. Yes. Everything has to start from 

Mr. DeWrnp. At that time was the Seward grand jury in its hold- 
over status? 

Mr. Sewarp. It was; yes. 

Mr. DeWrnp. But in your view there were no restrictions on the 
power of the Seward grand jury at that time to take up these new 
matters? 

Mr. Sewarp. We were not quite certain about that. We were trying 
to find out as best we could the rights and powers of a grand jury. 
As you know, there is quite a variety of opinion that has been ex- 
pressed regarding that. At that time we were somewhat in doubt as 
to whether or not it would come within our scope. 

Mr. DeWinp. You said there were two reasons for calling the 
meeting of the grand jury that was decided on that night. 

Mr. Sewarp. Yes. 

Mr. DeWinp. What was the second reason ? 

Mr. Sewarp. We wanted to have a meeting before Mr. Hennessy 
left his office because he was planning to leave—lI recall the date now— 
on the 14th. When I learned that, I felt that we should have a final 
show-down regarding a number of matters before he left office. 

Mr. DeWinxp. What were the matters as to which you wanted a 
show-down with Mr. Hennessy ¢ 

Mr. Sewaxp. We wanted to know why a certain indictment had not 
been made, why a certain individual had been left out of an in- 
dictment. 

Mr. DeWrnp. Is that the MacInnis matter? 

Mr. Sewarp. Yes. 

Mr. DeW inv. And you wanted to have show-down with Mr. Hen- 
nessy on the question of Mr. MacInnis ¢ 

Mr. Sewarp. We did. 

Mr. DeWrnp. Did that subject come up at the meeting on May 10! 

Mr. Sewarp. Yes; at our meeting / 

Mr. DeWrnp. Yes. 

Mr. Sewarp. Yes; very definitely. You mean the meeting at the 
hotel ¢ 

Mr. DeWrnp. Yes; on May 10. 

Mr. Sewarp. No; not in this group. That would not be properly 
discussed in the group. It was discussed between Mr. O’Gara ani 
myself. 

Mr. DeWinp. Isee. After the rest of the people left? 

Mr. Sewarp. Yes; or before. 

Mr. DeW np. Before they arrived ? 

Mr. Sewarp. Possibly before. On the telephone, when I found out 
that Mr. Hennessy was leaving office on the 14th. As it turned out, 
he was away on vacation so he was not present when we expected him. 

Mr. DeWinp. You wanted to talk to Mr. Hennessy while he was 
still in his official capacity as United States attorney ? 

Mr. Sewarp. That is correct; definitely. 

Mr. DeWinp. Then I understand you did call a meeting of the 
grand jury for May 11; is that correct ¢ 

Mr. Sewarp. That is correct; yes, sir. 





; sul 


M 


ur 


INTERNAL REVENUE INVESTIGATION 2451 


Mr. DeWinp. Was that the meeting at which Mr. McMillan was 
subpenaed to appear ? 

Mr. Sewarp. Yes, sir. 

Mr. DeWrnp. Was Mr. Hennessy subpenaed to appear? 

Mr. Sewarp. I don’t believe any subpena was issued to Mr. Hen- 
nessy. He was out of the city. If any subpena was issued, it was 
without my knowledge. 

Mr. DeWrnp. What other witnesses were subpenaed for that 
meeting ¢ 

Mr. Sewarp. There were two from the Internal Revenue, Bolte, 
B-o-]-t-e, and 

Mr. DeWinp. Mr. Davies? 

Mr. Sewarp. Davies; yes. 

Mr. DeWinp. Mr. Seward, why was a subpena issued for Mr. Me- 
Millan to attend that meeting ? 

Mr. Sewarp. Because we wished information which we had been 
unable to secure up to that time. 

Mr. DeWinp. Had Mr. McMillan declined to attend meetings? 

Mr. Sewarp. No. 

Mr. DeWrnp. Or to produce files you had requested ? 

Mr. Sewarp. No. 

Mr. DeWrinpv. Was it at Mr. O’Gara’s- 

Mr. Sewarp. We asked the question a number of times before as to 
why this particular indictment was left out, or rather the individual 
was left out of the indictment. We asked that a number of times, 
and we had never gotten a satisfactory reply. 

Mr, DeWinp. That is, you had asked it of Mr. MeMillan? 

Mr. Sewarp. Yes, sir; definitely. 

Mr. Byrnes. Did you ask it of anybody else in the United States 
ittorney’s office / 

Mr. Sewarp. I think not. 

Mr. DeWrnp. As I understand it, Mr. MeMillan had never failed to 
ppear or produce any files you had requested ? 

Mr. Sewarp. That is correct, but we had not been able to gain from 
Mr. MeMillan an explanation, a satisfactory explanation. In fact, 
t was quite unsatisfactory. The whole thing was very unsatisfactory 
; far as we were concerned with regard to that particular matter, 
which had come up, you see, as a part of our original investigation. 
We had gone into that in very considerable length. And then we were 

id that it should go on to the next jury, that that was a separate 
matter that the next jury would handle. The next jury did not. 

Mr. DeWrxv. What you were interested in then was the question 
vhy the Rusk grand jury had not indicted Mr. MacInnis together 
with other people that had been indic ted? 

Mr. Sewarp. That is correct. 

Mr. DeWrnp. In the so-called Steffen tax case? 

Mr. Sewarp. That is correct. 

Mr. DeWrnv. That was the Snapp grand jury, I guess, was it not? 

Mr. Sewarp. Yes; the Snapp grand jury. 

Mr. DeWrnp. As I understand it, it was your feeling that that 
natter was of concern to the Seward grand jury because the Seward 
grand jury had heard a good deal of testimony concerning the Steffen 
case. 
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Mr. Sewarp. We heard a great deal of testimony regarding it. We 
could not understand, nor could counsel understand, how he could 
have been left out. Neither Mr. O’Gara nor Mr. Karesh could under- 
stand how it could possibly have been left out and they so advised me 
very emphatically. 

Mr. DeWinp. Both Mr. Karesh and Mr. O’Gara ? 

Mr. Sewarp. Both Mr. Karesh and Mr. O'Gara. 

Mr. DeWinp. When did they so advise you ¢ 

Mr. Sewarp. They advised me immediately the decision was mac 
They called me in my office and both came down to my office. 

Mr. DeWrnp. That was in January of 1951, is that right ¢ 

Mr. Sewarp. That is correct. 

Mr. DeWinp. So when the Snapp jury brought in an indictment in 
the Steffen case leaving MacInnis out, Mr. O'Gara and Mr. Kares) 
spoke to you at once about it ? 

Mr. Sewarp. Yes. 

Mr. DeWinp. Which one of them spoke to you first ? 

Mr. Sewarp. They were both in my office and both very emphat 
about a miscarriage of justice. 

Mr. Byrnes. And you tried from January, then, until May 11, to 
get information from the United States attorney’s office as to why 
Mr. MacInnis had been left out ? 

Mr. Sewarp. At various times; yes. At various times we kept 
bringing that question up, over and over again, and we thought it 
was a fitting thing to do before Mr. Hennessy left office, to once and 
for all have it settled, and we decided then that the thing to do—we 
had heard of a certain record—and we wanted that record produced 

Mr. DeWrnp. You were trying intermittently for 6 months, in othe: 
words, to get this information, from January to May? 

Mr. Sewarp. From January to May; yes. 

Mr. DeWinp. Five months. 

Mr. Sewarp. Yes 

Mr. DeWrnp. Had you previously asked Mr. McMillan to produc: 
this record ? 

Mr. Sewarp. No. 

Mr. DeWrnp. You had never asked for the record that you wer 
interested in ¢ 

Mr. Sewarp. We had never asked for that record, no. 

Mr. DeWixp. What had you asked for that Mr. MeMillan did not 
give you / 

Mr. Sewarp. We had asked for an explanation, and we had beer 
given various explanations as to why it was not presented, why th 
name was not presented. 

Mr. DeWinxp. That is Mr. McMillan gave you certain explanations’! 

Mr. Sewarp. That is correct. They were not satisfactory to us. 

Mr. DeWrnp. Had he handled that matter before the Snapp grand 
jury 

Mr. Sewarp. I believe he had: yes. 

Mr. DeWinp. Was not that Mr. Walter Campbell’s case before the 
Snapp grand jury? 

Mr. Sewarp. I am not able to inform you on that. My understand- 
ing was that when the question came up—you see, this all was part of 
the same original testimony and was split off into two sections, There 
was the obstruction of justice matter which seemed to me to be the 
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more serious at the time because it seems to me that the obstruction 
of justice is a very serious offense, 1 may be wrong about that, but 
it seemed to me to be more serious than the Internal Revenue matter at 
that time, and we were informed by Mr. McMillan that the Internal 
Revenue matter was something that he was taking care of and we 
didn’t have to concern ourselves about that, and it would be pre- 
sented to the next jury. 

Looking back at it now, I think it was all part of the same evi- 
dence, and it should not have been split up, but it was. Afterward, 
we could not understand how it could possibly happen. ] mean we 
could not understand why one individual was left out, and as I say, 
that was not my opinion alone. It was the opinion of both Mr. Karesh 
and Mr. O’Gara to at least an equal extent. Mr. Karesh was just as 
concerned as Mr. O’Gara was about it. 

Mr. De WInp. On May L] you cid subpena Mr. Walter ¢ ampbell, did 
you not ¢ 
’ Mr. Sewarp. A subpena was issued, I believe, for Mr. Walter Camp- 
bell, but he was not available. 

Mr. DeW inv. Was that on the basis that Mr. Campbell had handled 
the Snapp grand jury? 

Mr. SEWARD. I believe it Was on the basis that we would like to try 
to find out how these things were being handled in the Internal 
Revenue. 

Mr. DeWinv. Apparently you had some information that Mr. Wal 
ter Campbell was familiar with the Steflen matter and the question 
of whether or not Mr. MacInnis should have been indicted. 

Mr. Sewarp. I presume so. 

Mr. DeWinv. And your decision to subpena Mr. McMillan to ap- 
pear before the grand jury, was that recommended to you by Mr. 
O'Gara ? 

Mr. SEWARD. When you say “recommended,” there was a discus- 
sion, and I am quite sure that we were quite reluctant, but we felt 
that it was something that had to be done. 

Mr. Di Winp. But Mr. M Millan had never failed to appear, or had 
never failed to produce any files that you had asked for, and I was 
wondering if Mr. O'Gara did recommend that he should be sub- 
penaed ¢ 

Mr. Sewarp. Gentlemen, you infer, I presume, that the files would 
have been produ ed ona mere request. 

Mr. DeWinp. I was not trying to infer anything. I just wondered 
what considerations you had had. 

Mr. Sewarp. I am wondering what your questions are leading up to. 

Mr. DeWrnp. It is so unusual, as I understand it, to subpena a 
United States attorney to appear, that I wondered whether there had 
been some failure to appear. 

Mr. Sewarp. I grant you that, but after the experience which this 
jury had had it was something that we felt had to be done. 

We had had quite a bit of experience, and we had had a long, long 
period of time to observe the various individuals connected with this 
case, and we felt it was quite important. 

Mr. DeWinp. Pardon me, sir; I don’t want to interrupt; but had 
you ever observed that Mr. McMillan had refused to appear or produce 
a file? 
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Mr. Sewarp. No; I can’t say that we had; no; but we had observed 
that he had not answered us with entire frankness at all times. 

Mr. DeWrnp. By getting him before you under a pe you would 
not affect the quality of his answers, would you? was simply a 
matter of forcing him to be there, and I would suppose, perhaps, that 
would have Sean nana upon some ‘doubt as to his willingness to appear. 

Mr. Sewarp. We wanted particularly the file. 

Mr. DeWrnp. Had you ever requested the file and not obtained it’ 

Mr. Sewarp. No; we had not. 

Mr. DeWinp. From Mr. MeMillan or anybody? 

Mr. Sewarp. No; we had not. But I am quite certain it would not 
have been produced had we not subpenaed it. 

Mr. DeWrnp. You say you feel quite sure it would not have been / 

Mr. Sewarp. I am quite certain of that. 

Mr. Byrnes. This decision to issue a subpena was basically a deci- 
sion of the whole jury ¢ 

Mr. Sewarp. Yes; it was. 

Mr. Byrnes. It was not done by some individual connected with 
the jury without the full jury’s consent ? 

Mr. Sewarp. No. The jury was quite unanimous in practically 
everything that it did. I can say that very truthfully. There were 
no factions, no factions within the jury whatsoever. The jury was 
only interested in one thing, to get at the facts of the case. 

Mr. Byrnes. The fundamental decision, then, was a decision of the 
jury itself, to issue a subpena ? 

Mr. Sewarp. To get at the facts of the case. 

And the jury hi id, fr ankly—its patience was wearing a bit thin, and 
we wanted to get it se ttled for once and for all. 

And I will say again, I am certain that the record would not have 
been produced had it not been for the fact that we compelled it to 
be produced. 

Mr. DeWinp. Just to complete this, can you recall if Mr. O’Gara 
did recommend that you subpena Mr. McMillan to appear? 

Mr. Sewarp. He may have done so. Whether he recommended it 
or not—if I had to swear whether he did or not it would be very diffi- 
cult, but my guess is that he did. 

I mean, it would seem, probably, in discussion when we were talk- 
ing things over, the question is pretty hard to remember; I would 
assume, though, that our legal adviser, Mr. O'Gara, who had been 
appointed, you remember, as our legal adviser by Mr. Hennessy, 
definitely. 

Mr. DeWrnp. I suppose, then, that in the light of what you say it is 
vour recollection that he recommended that subpena of the other peo- 
ple, Mr. Davies, Mr. Blote, and Mr. Walter Campbell ? 

Mr. Sewarp. Yes. 

Mr. DeWrnp. At that meeting on May 11 were these Internal 
Revenue matters that Mr. O'Gara had discussed with you at the Sir 
Francis Drake Hotel taken up by ro jury? 

Mr. Sewarp. Only very briefly, because we spent most of our time 
on the other matter. 

And we felt it was proper for the current jury to handle the mat- 
ter, because we were in some doubt as to whether—at that time we 
debated as to whether it was in our jurisdiction, and we felt that there 
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were some reasons, inasmuch as there was a doubt as to our jurisdiction 
and inasmuch as we had already many long hours on this case; and we 
were not looking for any more work, if I may put it that way, although 
we weren’t going to shirk it either, if necessary, and at the same time 
we felt that it was only proper that the current jury should handle it. 

Mr. DeWrnp. That is the Taylor jury ‘ 

Mr. Sewarp. In other words, the other jury, there was no reason 
for believing the other jury wouldn’t be able to handle it perfectly 
efliciently, so we decided it would be a proper thing to do to ask him to 
present it to the other jury. 

And that is all there was to it. 

Mr. DeWinv. The Seward grand jury voted to direct Mr. O’Gara to 
take it up with the Taylor grand jury? 

Mr. Sewarp. That is correct. 

Mr. Byrnes. To what extent did you discuss these charges against 
Bureau of Internal Revenue personnel on May 11 at your meeting 
with the grand jury ¢ 

Mr. Sewarp. Very limited. We had very little time after the other 
matter was taken up. 

Mr. Byrnes. I understand that, but to what extent did you discuss 
it in that limited time? 

Mr. Sewarp. Well, the two witnesses appeared, and it was mainly— 
the discussion is a bit vague, frankly—it was mainly the procedure 
that was discussed, the methods used by the Intelligence Unit in 
investigations. 

And something was said, I believe, if I recall correctly, some ques- 
tions were asked, now that I begin to think about it, and this man 
Burkett came up for discussion, some questions asked about him. 

There was nothing very definite insofar as any particular matter 
that later appeared before the Taylor jury. 

Mr. Byrnes. Did Mr. Doolan appear ¢ Was he one of the witnesses 
that appeared before the full grand jury ? 

Mr. Sewirp. No, not at that time. 

Mr. DeWinp. Did Mr. Heiinessy appear at the May 11 meeting 
tall? 

Mr. Sewarp. No, he did not. 

Mr. DeWrxpv. Did Mr. Walter Campbell appear ? 

Mr. Sewarp. No. 

Mr. DeWinp. Mr. Davies and Mr. Blote did? 

Mr. Sewarp. Yes. 

Mr. DeWinp. But they were not called as witnesses, or were they ? 

Mr. Sewarp. Yes, they were called as witnesses. 

Mr. DeWinv. Did Mr. McMillan appear before the jury on that 
iay ¢ 

Mr. Sewarp. Very definitely, yes. That was the day he was sub- 
penaed. 

Mr. DeWinp. And he produced the file that had been called for? 

Mr. Sewarp. He produced the file, yes. ; 

Mr. DeWinp. Did Mr. Karesh appear before the grand jury on 
that day ? 

Mr. Sewarp. I am not certain whether Karesh was in the room or 
iot. I doubt it. 

I believe he came in once. I believe he came in for a brief period, 
mee, and said something to O'Gara, which I did not hear. 
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Mr. DeWrnp. Yes, I believe Mr. Karesh testified here in substance 


and effect that he came in and spoke to Mr. O’Gara, and Mr. O'Gara 
told him to get out of the jury room. 

Would that be in accord with your recollection of what took place’ 

Mr. Sewarp. Well, I wouldn’t know that. Whatever was said was 
said in a very low tone of voice, because I didn’t hear it. 

Mr. DeWinp. Did Mr. O'Gara, either on May 11 or at any othe: 
time state to you in substance and effect that Mr. McMillan was delib 
erately obstruct ing justice ¢ 

Mr. Srawarp. Neither on May 11 nor any other time. 

Mr. DeWinp. At any other time prior to May 11, I should say. 

Mr. Sewarp. Yes. I don’t recall that he ever made such a stateme1 
that he was deliberately obstructing justice. 

I know th@re were many discussions as to why the obstructions had 
occurred. We wondered why it was. We couldn’t understand it. 

We couldn’t understand the many delays. But whether a person 
deliberately was doing it or not was a question we wouldn't know. We 
were very much perplexed about that. 

That is one of the reasons we asked to be continued, so that we could 
get to the bottom of it. 

Mr. DeWtnp. This was solely in connection with the MacInnis 
matter that this problem arose / 

Mr. Sewarpv. Yes—reluctance from the very start. There was re 
luctance to press that matter. 

Mr. Karesh and Mr. O'Gara were very diligent in their prosecution 
of the matter. But there were delays, obstructions—or at least seem 
ing delays and obstructions, what we interpreted as delays and ob- 


structions, all along the line, so that the case dragged, and it was quite 


apparent on November 1 when we were supposed, our term was sup 


posed to come to an end and the whole case would be dropped. But we 


insisted on carrying through with it. 

Mr. Byrnes. That was November 1,71950? 

Mr. Sewarp. November 1, 1950, yes, sir. 

Mr. DeWrnv. Mr. O’Gara had never said anything to you which in 
any way reflected on Mr. Me Mill: an’s integrity; is that correct ? 

Mr. Sewarp. Offhand I can’t just answer that question accurately. 
One naturally wonders when things are—I don’t mean to reflect on 
Mr. McMillan’s integrity either. I don’t want my answers to be in 
terpreted in that respect. 

If you want my opinion, I think that Mr. MeMillan was under 
orders. 

Mr. DeWinp. Youthink Mr. MeMillan was under orders ? 

Mr. Sewarp. Ithinkso. That is my belief. 

Mr. I WIND. Todo what. Mr. Seward ? 

Mr. Sewarp. Drag the case out. That is the opinion of the jury. 

Gentlemen, I am sure you have the file, you have the investigation 
made by the McCarran committee, the Senate Judiciary Committee, 
[ believe Mr. Schroederand Mr. Connors. 

And my impression is that they talked to each and every one of 
the jurors. I know that I had a conference with them for 3 hours, and 
they took ve ry copious notes as to what I said. And I am quite certain 
that they talked—they wanted, naturally, to see other jurors to see 
whether the other jurors felt the same as I did. 
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So they contacted all of the other jurors, and I am pretty sure you 
have the record of what the other jurors said, so I am not asking any- 
one to take my unsupported word. 

I don’t know what they said, of course, but I think the record will 
stand for itself, because when we passed the resolution asking that we 
be continued it was unanimous. 

Mr. DeWrnp. Mr. Seward, if I could interrupt you, you say you 
have formed the conclusion that Mr. McMillan was under orders to 
drag that case out ? 

Mr. Sewarp. Yes. 

Mr. DeWryp. Can you tell the committee whether you have any 
direct evidence to support that conclusion ? 

Mr. Sewarp. You mean legal evidence ? 

Mr. DeWrxp. Whoever said that to you. How did you form a 
conclusion ? 

Mr. Sewarp. We came to our conclusion on our own. Do you want 
me to start from the start? 

Mr. DeWrnp. Yes. 

Mr. Sewarp. The thing was all apparent, Mr. DeWind. This is all 
of a pattern, and you have to see the thing 

Mr. DeWrnp. Let me ask this. Your conclusion was that Mr. Me- 
Millan had been ordered to drag this out. By whom had he been 
ordered to drag it out? 

Mr. Sewarp. We assumed Mr. Hennessy. 

Mr. DeWrnp. It is your conclusion that Mr. McMillan was engaging 
in improper conduct on the direction of Mr. Hennessy ? 

Mr. Sewarp. I am not saying it was improper conduct. 

Mr. DeWinp. To drag the case out ? 

Mr. Sewarp. I would have to say that, wouldn’t I? 

Mr. DeWrnp. I would think so. 

Mr. Sewarp. You have to go back to the start of this to get the 
full picture, gentlemen. 

Mr. DeWrnp. Do you not think that this Steffen obstruction of 
justice case might possibly have been so difficult that it just never could 
have been worked out ? 

Mr. Sewarp. I admit that it was a very, very complicated case, but 
I don’t think that it should have been given up without a try. 

Mr. DeWrnp. In the last analysis, after the FBI investigation had 
taken place, and after another grand jury had looked at it, we have 
been told here they brought in a no-bill. 

Mr. Sewarp. Yes, sir. [am glad you brought that out. Our grand 
jury never did see the FBI report except on the desk. We heard a 
brief s immary of it. We were never given an opport unity tore Te that 
report. We were never given an opportunity to review the evidence 
which we had taken, a thousand pages of testimony. We were dis- 
missed, summarily dismissed by the court, for no reason that we know 
of other than that we had outlived our usefulness. 

Mr. DeW rnp. Are you drawing some conclusion from the dismis- 
sal? 

Mr. Sewarp. I am drawing my conclusions from what happened all 
along the line, from the very start to the finish, because it works into 
a pattern and it is pretty hard to escape the conclusion. It is very easy 
to trace if you will trace it all the way through from the start. It is 
practically impossible to est ape the conclusion. 








2458 INTERNAL REVENUE INVESTIGATION 


Mr. DeWinp. Before going to that, another grand jury did receive 
the FBI report ? 

Mr. Sewarp. Another grand jury did receive the FBI report; 
ves. 

Mr. DeWrnp. So far as you know, did they have access to all of 
the evidence and testimony ? 

Mr. Sewarp. They did not see the witnesses. They did not see the 
live witnesses. That is important. It is pretty hard to take a cold 
transcript and look it over. We were told very definitely when we 
were impaneled that it was quite important for us to observe the man- 
ner and demeanor of the witnesses, and whether or not the witness 
had an interest. And the other jury did not have that opportunity 
They may have been more competent than we, but I do not believe 
that that matter could have n properly sifted, and properly 
weighed and balanced and a proper designation made in anything 
like—well, I would think it would take at least five or six or possi!) 
more sessions, full sessions, and even then I would say it would be 
very difficult job to finally come out with any conclusion in that mat 
ter. That is the reason we did not indict on the last day, which w 
could have done, simply because we knew we could not in justice do 
it. I mean it was too complicated to attempt to come to a conclusio; 
mn a hurry. 

Mr. DeWrnp. It is entirely possible, is it not, that the succeeding 
grand jury came to the same conclusion ? 

Mr. Sewarp. It is entirely possible, but rather unlikely, I would sa) 

Mr. DeWinp. You have said, Mr. Seward, as I understand it, that 
you believe Mr. Hennessy and Mr. McMillan were deliberately ob 
structing this case, and Mr. Hennessy had ordered Mr. McMillan to 
do so. Were there any other people involved in this deliberate ob 
struction of justice in your view ? 

Mr. Sewarp. I don’t know. Iam not abletodeterminethat. I know 
that it took from November 1 until April 3 to get the FBI investiga- 
tion that was asked for. That involved several communications to 
the Department of Justice in Washington. It involved a telegran 
which I myself sent finally, calling attention to previous correspond- 
ence, and asking a reply. We had not even received a reply to our 
communications. We were asking for an FBI—we had a court orde: 
calling for an FBI investigation. 

Mr. DeWtinp. Had you encountered any difficulty in getting tha‘ 
court order ? 

Mr. Sewarp. We had no difficulty in getting the court order; 1 
We had difficulty in getting the investigation started after we got th 
court order. It took 5 months and 3 days. 

Mr. DeWrnp. Did anybody else besides either Mr. McMillan or Mr 
Hennessy obstruct you in your effort to get the FBI investigation ! 

Mr. Sewarp. I wouldn’t know that. I think there is a file that was 
exhibited to me when Mr.—the two men that were here. 

Mr. DeWinp. Mr. DeWolf and Mr. Knapp. 

Mr. Sewarp. Mr. DeWolf and Mr. Knapp. There was exhibited 
to me at that time and I believe that file has the answer that we wou! 
like very much to know ourselves. I don’t know, but it appeared t 
me that we were on the one hand making official requests for an FB] 
investigation, and on the other hand oral advices were being give! 
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that it was unnecessary. At least that we do know in one case, because 
we asked Harry Kimball to come before the grand jury, and he so 
stated. 

Mr. DeWrnv. Who is Mr. Harry Kimball ? 

Mr. Sewarp. He was head of the FBI in San Francisco. I believe 
it was February 1 we called him before us, and we asked him whether 
he had been requested to make an investigation of this matter, and 
he said that he had and he had not, or words to that effect. He said, “I 
was shown your resolution by Mr. Hennessy, but at the same time I 
was told by Mr. Hennessy th: at. there was no evidence, and there was 
no necessity for investigation.” 

At that time I naturally was surprised at such a statement and I 
said, “You mean to say that Mr. Hennessy had the effrontery to show 
you our resolution, and at the same time tell you that there was noth- 
ing to it, that the FBI investigation was ae, *¢ And I said, 

“You don’t have to answer that question.” He said, “Thank you for 
sparing me the embarrassment of answering it.’ 

Mr. DeWrtnp. I understand what you are saying is that Mr. Hen- 
nessy expressed the opinion to the FBI that an investigation of this 
matter in his opinion was unnecessary ? 

Mr. Sewarp. That is correct, apparently. That is what Mr. Kimball 
told us. 

Mr. DeWrnp. Are you suggesting that it is improper for Mr. Hen- 
nessy to express an opinion on the necessity or fruitfulness of an FBI 
investigation ? 

Mr. Sewarp. I am suggesting that it is improper on the one hand 
for him to send a letter asking for an investigation, and at the same 
time tell them orally that it is not necessary. 

Mr. DeWrnp. Wasn't the letter that you are referring to a letter 
he sent upon the direction of the grand jury ? 

Mr. Sewarp. Yes. I think there were two letters, or possibly three. 
There were two letters and a teletype before I sent my telegram. 

Mr. DeWrnp. Was not Mr. Hennessy probably doing this: I ask 
you this; was he not complying with the request of the grand jury and 
at the same time expressing his own personal opinion that there was 
nothing to be gained by an FBI investigation ? 

Mr. Sewarv. That may be. 

Mr. DeWrnp. Is not that at least as likely an explanation as any 
other ? 

Mr. Sewarp. I told you, gentlemen, you have to go back to the start 
of this thing to get the full picture. 

Mr. DeWrnp. Could you not answer that question, whether it is not 
just as likely an explanation that Mr. Hennessy was simply : saying 
that “In my view, an FBI investigation here would not be fruitful” 

Mr. Sewarp. Mr. Hennessy had made that statement several sal 

Mr. DeWrnp. Perhaps it was his opinion that an FBI investigation 
would be of no value. 

Mr. Sewarp. He made the statement before the case was even 
brought up. 

Mr. DeWrnp. Still, is not that—— 

Mr. Sewarp. Mr. Hennessy was not present at any meeting during 
the evidence when the evidence was taken. 

Mr. DeWinp. What I am asking is this: So far as you know, is it 
not just as likely an explanation of what occurred as anything else 
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that Mr. Hennessy simply had the opinion that an FBI investigation 
would be fruitless ? 

Mr. Sewarp. Apparently he did. 

Mr. DeWinp. You understand what I mean? 

Mr. Sewarp. I don’t know what his motives were. I am not im- 
pugning any motives. ' 

Mr. DeWrnp. I understand you had, Mr. Seward. I understood 
you thought there was a deliberate effort here to drag this case, and 
that does impugn motives, I think. 

Mr. Sewarp. The case, right from the start, there was reluctance to 
bring the case before the jury to start with. Judge Waring virtually 
had thrown the case into our lap with a very pointed sts itement: to the 
effect that there were many facts that needed further investigation, and 
he mentioned the grand jury as one of the investigatory bodies that 
should go into it. 

Mr. DeWrnv. You understand, Mr. Seward, I am not questioning 
the propr iety of the grand jury at all. 

Mr. Sewarp. I understand that. 

Mr. DeWrnp. I am simply raising this question: When Mr. Hen- 
nessy, if he did, expressed the opinion that an FBI investigation here 
would be fruitless, that so far as you know may have been a perfectly 
honest expression of opinion based on his view of the case. 

Mr. Sewarp. I wouldn't have any way of determining whether 
it was—— 

Mr. Byrnes. When you found that was happening, do I under- 
stand it was your belief, at least that he was trying to undercut you so 
far as getting the FBI examination is concerned ? 

Mr. Sewarp. Gentlemen, here is the case in a nutshell. We had 
asked for an investigation on November 1. Early or in mid-January, 
when nothing had happened, and there had been no investigation, I 
decided that before doing anything in the matter, I would take counsel, 
and so I went tothe senior judge. I thought that was the proper thing 
to do before doing anything on our own, that is, that it would be 
proper to go for advice and guidance to the senior judge, which was 
Judge Roche. I went to Judge Roche, and asked for his advice on 
this matter. I told him there were many strange things happening, 
things that really should be known and should be investigated, and 
we were very much perplexed and came to him for advice and 
guidance. 

At that time I do not know why Judge Roche did not wish to 
give me advice. I am not making any charges against Judge 
Roche. He was very pleasant and has been very agreeable. THe was 
very kindly in his attitude toward me at the time. I have an idea, 
a supposition only, that possibly I should have gone to the judge who 
appointed me, Judge Erskine, and I embarrassed Judge Roche by 
going tohim. It was done unwittingly, I assure you. What his rea- 
son was for not giving me advice at that time, I do not know, but | 
am sure it was something of that sort, that he probably felt I should 
have gone to one of the other judges. 

Now, then, after that, not iro ee had any answer to the inquiries 
that we had made from November 1 to January 15, we then called a 
meeting. Icalled a meeting on the telephone. We came up here. It 
was supposed to be an unauthorized meeting. That was very upset- 
ting to Mr. Hennessy. He came into the room and made the remark, 
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among other things, that it was an unauthorized meeting, and we 
were not going to get paid for it, which didn’t set very well with the 
jurors, I assure you. 

Mr. Byrnes. Mr. Hennessy said that? 

Mr. Sewarp. Yes. That there was going to be no investigation, no 
investigation was needed, it wasn’t called for. He had been over 
the evidence, no new evidence. 

Mr. Byrnes. When was this? 

Mr. Sewarp. This was on January 15. We informed him that 
that was for us to decide, that we were the ones that had heard the 
witnesses, that he had not been in the jury room during the entire pro- 
ceedings, and that we felt- there was a very definite need, and had 
been so advised by our counselors, Mr. Karesh and Mr. O'Gara, that 
there was a very definite need for an FBI investigation, and we were 
insisting upon it, and we decided we were going to have it. And we 
had a bit of a tussle which possibly lasted about 5 minutes, and finally 
Mr. Hennessy gave way abruptly and turned and said, “Charlie, can 
you give these people what they want?” And he there upon appointed 
Mr. O'Gara to go ahead and give us what we needed. 

Then after that we had the difficulty. We thought at that time 
that surely we could get the FBI investigation started by that time. 
And then we had the difficulty of getting through to Washington. 

These letters and teletypes were sent, and finally I sent a teletype 
from my own office, and finally I had to call on long-distance telephone 
before I got any action. 

Mr. DeWinp. That was not Mr. Hennessy who blocked you in 
Washington. 

Mr. Sewarp. We don’t know what happened. That is why I say 
that the transcript of that case would probably give you a key. I 
have my own theery, but it is only a supposition and I don’t suppose 
it is proper for me—— 

Mr. Byrnes. Who did you contact in Washington ? 

Mr. Sewarp. James McInerney. Then he referred me to DeWolf 
and Knapp, and we had two conferences with DeWolf and Knapp. 

Incidentally, because we can all be wrong, you know, I was interested 
to know what they thought after reviewing the evidence. ‘They re- 
viewed the evidence with Mr. O’Gara and I asked DeWolf and Knapp, 
I said, “Now, gentlemen, what do you think? Do you think that war- 
rants an investigation?” And they said, “Very definitely, yes.” So 
naturally I told them that it is always gratifying to have yo uur con- 
ow ions verified by someone ¢ Ise, but the difficulty persisted. We had 

ese difficulties all the way through getting things done, and we 
ae decided on that particular time when we subpenaed Mr. Me- 
Millan we were cvolng to have a showdown once and for ill. 

Mr. DeWinp. You say after you spoke to Mr. DeWolf and Mr. 
Knapp in January, was it—— 

Mr. Torre. March. 

Mr. ID Winn. In Mare h. that the delay persisted in vetting the FBI 
investigation ? 

Mr. SEWARD. Yes, I neglected to tell] you. We were on the subject 
of Mr. Hennessy. Mr. Hennessy showed a great reluctance to go into 
this matter from the start. Judge Waring had made some very 
pointed remarks about it, and several weeks passed and nothing was 
done, and the matter came up before the jury as to why the so-called 
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Zamloch case was not being presented, and it was determined by t! 

jury that I should go and talk to Mr. Hennessy about it, which | 
did, and he told me at that time that there wasn’t anything to it exce) 
a reporter trying to make a story for himself. “The judge had just 
popped off.” That is Judge Waring. “He is one of those talking 
judges.” I tried to later on find out what manner of judge Judge 
Waring was, and I checked up and checked particularly with Mr. 
Karesh, and he spoke in very glowing terms of Judge Waring, and 
I believe Judge Waring had sent him a photograph. Later on in a 
long discussion that I had with Judge Goodman, Judge Goodma 
spoke very highly of Judge Waring, so I felt that the rather slurring 
remark that he was just a talking judge, and he just popped off, ind 

cated that Mr. Hennessy was not sympathetic to the investigation 

Mr. DeWrnp. It is perfectly clear, I think, from what you sa 
that Mr. Hennessy had made his opinion clear to everybody concerned. 

Mr. Sewarp. He made it perfectly clear to us that he was not in 
favor of the investigation. 

Mr. DeWrnp. He thought that the FBI investigation was unneces 
sary and would be fruitless. 

Mr. Sewarp. The whose thing was unnecessary. The matter should 
not have been presented 

Mr. DeWrnpv. Now, I come back to the question I had first. Is 
there any reason to suppose that what you had here was simply any 
thing more than a disagreement between you and Mr. Hennessy ! 
Mr. Hennessy thought an FBI investigation would be fruitless. 

Mr. Sewarp. I wouldn’t know that. 

Mr. DeWrnp. I beg pardon? 

Mr. Sewarp. I can only say this, gentlemen. Putting it down on 
the basis of me and Mr. Hennessy, I prefer to have it on the basis of 
the jury and Mr. Hennessy, because I am only the representative of 
the jury. 

Mr. DeWrnp. Let us put it this way. Possibly Mr. Hennessy was 
entirely mistaken in his opinion, but surely you would concede him 
the right to have a different opinion ? 

Mr. Sewarp. Of course, naturally. I invited him to come to the 
jury room and to explain what these various collateral facets were. I 
said, “Don’t you think it would be a good plan if you or one of your 
deputies would come to the jury room and explain what these collat- 
eral facets are that the judge spoke about?” He said, “There are 
many collateral facets that require further investigation.” And | 
said, “Won’t you please come and explain that?” He said, “When I 
have anything to take up with the jury, I will come in and present 
it.” And in view of the reluctance to start the thing, in view of the 
reluctance there in the way it was dragged out, and in view of the fact 
that it took us 5 months after our extended term began, what other 
conclusion could anyone come to except that obstructions were being 
offered along the way? There was no other answer. Somebody did 
not want that thing to go on. 

Mr. DeWrnp. I am trying to understand. You felt that Mr. Hen- 
nessy wished to obstruct it, and that he had ordered Mr. MeMillan to 
obstruct it. 

Did anybody else play a part in the obstruction ? 

Mr. Sewarp. I wouldn’t say so; no. 
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No, quite definitely not, because as I say, right up to the first of 
November both Karesh and O’Gara were assigned to the case, and 
they were both vigorously attempting to push it for ward, but were 
held back. 

Mr. DeWinp. You say you consulted with Judge Roche about what 
vou should do in the light of the delay, and that Judge Roche gave 
you no advice? 

* Mr. Sewarp. That is correct. 

Mr. DeWrnp. Did you consult with anybody else? 

Mr. Sewarp. No. 

Mr. DeWinp. Did the jury ask Mr. Karesh and Mr. O'Gara to 
explain the collateral aspects of the matter that Judge Waring had 
referred to? 

Mr. Sewarp. We repeatedly asked that; yes. That question arose. 
But sometimes those things are sidetracked. 

Just exactly how it happened, I can’t remember exactly; but I do 
know that we never did get an explanation as to just what the collat- 
eral facets were. 

Mr. DeWrnp. You mean over the whole period of this delay, when 
you felt there was some deliberate obstruction, you never inquired 
nto the matter from either Mr. Karesh or Mr. O'Gara? 

Mr. Sewarp. Yes; we were told primarily by Mr. McMillan, if I 
remember correctly, that the only collateral facet—it wasn’t a matter 
of collateral facets, but the main thing was the matter of the mort- 
gages and the Internal Revenue matter. 

He said there were many collateral facets. 1 don’t know beyond 
that. 

But that is the only explanation we received. 

Mr. Byrnes. When you talked to Mr. McInerney in Washington 
what response did you get from him? That was the last thing you did, 
as I understand it. 

Mr. Sewarp. Yes. 

He said that he had been trying to get this investigation, if I remem- 
ber correctly 

And we had been led to believe at that time that the FBI couldn’t 
request the Department of Justice to make an investigation, and that 
they would not make an investigation, particularly if anyone else had 
been involved in the investigation. 

And anticipating that that question might come up, I went to see 
Mr. Jenkins before telephoning to Mr. McInerney, to find out whether 
Mr. Jenkins, the head of the Narcotics Bureau here, whether or not the 
Narcotics Bureau could make an investigation for us. 

One of their men had come before the jury and had explained that 
hey were short-handed and couldn’t do it. but I wanted to get that 
rom the top man, so I went to him and asked him for that information. 

And he said very definitely that the Narcotics Bureau could not 
possibly lend a hand. 

I asked him if he thought it was necessary, and he said very defi- 
itely, yes, he knew a great deal about the case. He even went so far 
is to say, “Tf you can't vet the FBI, come back and we will see if we 

can’t give you a hand along the line some way. I hope you can get it 
done.” 

So when I telephoned Mr. McInerney I knew at that time that it 
vas impossible for the Narcotics Bureau to handle it, and I knew 
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furthermore that the particular matter that we were interested in at 
that time, the obstruction of justice, had not been investigated by 
the FBI. 

And Mr. McInerney said, “You know, don’t you, that the FBI just 
doesn’t tackle anything that any other bureau has had a hand in ?” 

And I informed him that they hadn’t in this particular case. 

And he said, “Why don’t you investig rate it yourself? You have thy 
power to do it. You can cal] witnesses.” 

I said, “We have already done that. We have a thousand pages of 
testimony from witnesses, ard it is a very, very tangled-up case. 
What we need are trained investigators to go out and find out whethe: 
the witnesses were telling the truth or not. ‘That is impossible for the 
jury to do.” 

And I said, “We are very, very much of a mind that this thing 
should be done, and we are very determined to have this investigation. 
We think it is very necessary.” 

Mr. Byrnes. And what did he say? 

Mr. Sewarp. And I asked him to continue his efforts back there, 
and I assured him that we somehow were going to get the investigation. 

And then he said, “I have two special investigators out on the Tokyo 
Rose case, Mr. DeWolf and Knapp. Will you go and see them, state 
your case to them, and tell them?” 

I said I would be very glad to do that, because I could go into very 
much more detail with them than I could with him over the telephone, 
obviously. 

So I went up that very evening and had a talk with DeWolf and 
Knapp, a brief talk. And I believe the following day we had a 
further talk, and it was determined that O’Gara should help them in 
briefing the evidence. 

Mr. Kean. Did you tell Mr. McInerney that in your opinion Mr. 
Hennessy was obstructing the investigation ? 

Mr. Sewarp. No, sir. 

Mr. Byrnes. The net result of your telephone call, though, was that 
Mr. McInerney referred you to these two special agents he had out 
here ? 

Mr. Sewarp. That is correct, and we went over that. 

We had quite a long discussion, and with regard to that they appar 
ently did a pretty thorough job, as far as I can tell, because they at 
least were satisfied that the investigation should go forward, and so 
advised Mr. McInerney, and then it was agreed. 

Mr. Byrnes. About what time was this agreement entered into, that 
they would actually—— 

Mr. Sewarp. April 3. The suggestion was first made to us during 
October that it would be necess iry, that it was perfectly hopeless to 
attempt to sift this thing out. 

And t c noH tell you what went on in the jury room, you know that, 
but I can tell vou there were charges of murder and all sorts of things. 
At d it \ as a tangled skein. 

We would have been terribly remiss not to have gone into it, to 
allow a thing of that kind to dangle and not come to some conclusion. 

Whether these people were guilty or innocent isn’t the question. 
It is a question that it had to be investigated, there was enough there 
to make it quite necessary. 
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Mr. Byrnes. The FBI did start making its investigation in April? 

Mr. Sewarp. I believe that the date was April 3. 

We had been asking for it since mid-October, and formally since 
November 1, and we were very much concerned. 

You see, that is why it was so strange to us when we were dismissed 
and were told we should have concluded our work: long since. 

We couldn’t see that the passage of time had any bearing in the 
matter whatsoever, because we were the ones, the jury was the one that 
was pressing forward in the matter all the time. 

The jury naturally felt that in order to get at the facts of the case 
the quicker the FBI got on the job the better. 

In the meantime everyone knew, because this was a public document 
that we made, this resolution, we asked for an FBI investigation—the 
subjects of the investigation knew that there was an FBI investiga- 
tion pending, and if there was any disposition, if there was any wrong- 
doing—and I don’t say there was, because we haven’t any proof of 
that—but if there was any wrongdoing they would have ample time 
to cover their tracks. 

And we were pressing all the time to get this started. And then to 
be haled into court and dismissed summarily on the statement that 
we had been around too long, was just a bit hard to take, or hard to 
understand. 

Mr. Byrnes. When did the jury finally get the FBI report ? 

Mr. Sewarp. That report came to us finally on April 3, and that 
we had been around too long was just a bit hard to take, or hard to 
come in the next day after the holiday and be dismissed. 

Mr. Byrn} =. When was the FBI report completed, to your 
knowledge ? 

Mr. Sewarp. Let me go back. There had been—I believe the FBI 
report had been completed about 3 weeks prior to July 3. 

At that time they told us that there were some further investiga- 
tions, that new matter had come up—— 

Mr. Byrnes. Whom do you mean by “they”? 

Mr. Sewarp. The FBI agents. 

And Mr. Tramutolo told us that O'Gara and Karesh and Gentry 
were under accusation of intimidating n Witness, and therefore that 
the FBI investigation would have to go on and that they would have 
to finish their investigation with regard to this particular matter 
of intimidating a witness. 

That apparently was something that came up right at the end, be- 
cause the FBI investigation had been going on since April 3, up into 
May, and then at the last moment this other matter came up. 

So we had Mr. Brandt and his associate before us. He had this 
very voluminous report. I should say it was about that thick, I 
think he said he interviewed about 80 different witnesses. 

He gave us a general summary of what their methods were, who 
they had seen. But you can see how time passes—— 

Mr. Byrnes. When did he give you this summary; in June? 

Mr. Sewarp. Yes; that was about the second week, I would say, next 
to our last meeting. 

Mr. Byrnes. Did they tell you what their conclusions were at that 
time ? 

Mr. Sewarp. Only in a very indefinite way. 
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And apparently most of the investigation had been centered arou)( 
one character, and we weren’t at all satisfied with that, because we 
felt there were other characters that should have been investigate: 

Now, I don’t know whether it did or not, gentlemen, because I neve, 
had the opportrunity to study the report, but my impression is that 
the investigation all Pacha around one character, and that cha: 
acter was not—well, had contradicted—I am a little embarrassed |) 
cause I don’t like to make a statement about things that came up | 
the jury room. 

Mr. Byrnes. I do not want you to do that, either. 

I think it would be better if you would limit yourself to genera! 
ties here. 

Mr. Sewarp. Yes. 

Mr. Byrnes. But you did not in this 3 weeks prior to July 3 hay 
an opportunity to go over the complete investigation of the FBI‘ 

Mr. Sewarp. Yes. 

Nor had we had an opportunity to review the testimony which had 
been taken before the jury. 

Let me tell you about that also. 

Mr. Byrnes. Let us stick to this, and get this one point first, Mr 
Seward. 

In June, 3 weeks before the July 3 meeting, you were presented wit! 
the first of the FBI reports; is that correct? 

Mr. Sewarp. Yes. That is, he came in and there were other mat 
ters that we discussed. And he had it with him at the time, and gay 
us a brief review of it. 

Mr. Byrnes. That was at a regular meeting of the jury? 

Mr. Sewarp. Yes. 


Mr. Byrnes. Did you have any other meeting between then and 
July 3? 

Mr. Sewarp. No. 

He said it was not oo And we said, “When will it be con 


plete, if we give you ample time? Will it take 2 weeks?” 

He said he thought about 2 weeks, so we fixed June 29. I mea 
June 29 was the meeting date. 

Mr. Byrnes. Did you meet on June 29? 

Mr. Sewarp. We did not meet on June 29. The court continued 
to July 3, for some reason which was never explained to us. 

Mr. Byrnes. The court just notified you that you would not hav: 
the meeting on June 29? 

Mr. Sewarp. That we would not have the meeting on June 29. 

Mr. Byrnes. Was it postponed to July 3? 

Mr. Sewarp. It was continued, in the words of the order, to July 3. 

Mr. Byrnes. And on July 3 they did bring in the full report? 

Mr. Srewarp. They brought the report in at that time. But there 
were other matters that had to be taken care of on that particular day, 
so we had very little time for that. 

Mr. Byrnes. How much time were you able to give the report’ 

Mr. Sewarp. I would say, just purely a guess, an hour or so, pos- 
sibly. Not enough to get very much of an idea of. 

Mr. Byrnes. And then you were to be dismissed on July 5 after 
the holiday ? 

Mr. Sewarp. Yes. 

Mr. Byrnes. That is all. 
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Mr. Spewarp. You see, gentlemen,, I started to tell you something 
with regard to that report, or with regard to our own evidence. 

As this evidence was being taken there was a court reporter. We 
felt that if we had a meeting on one day and came back 3 days later, 
as we oftentimes met several times a week, but ordinarily once a 
week, that at least within a week’s time we should have a transcript. 

We did not get a transcript all the time we were in session up to 
November 1. After November 1 I tried repeatedly to get a transcript. 

If I remember correctly—it is within 1 or 2 days—it was 35 days 
after the end of the taking of the testimony before the transcript 
was available for study. 

Mr. Byrnes. When was it finally available for study ? 

Mr. Stewarp. It was available for study sometime about Decem- 
ber 5, after the jury had adjourned and was waiting for the FBI in- 
vestigation. 

Mr. Byrnes. But you did have the transcript from December, at 
least, until July 3, the transcript of your own testimony ? 

Mr. Sewarp. It was available, but it was not available while we 
were trying to take the testimony. 

I mean, we wanted to make comparison from one day to the next, 
and it was not available. 

Mr. Byrnes. Was there any reason given by anybody ¢ 

Mr. Sewarp. It was just one more stall, gentlemen. I hate to 
use such a word, but that was what it looked like. 

Mr. Kean. Was that the only matter concerning this case that 
you could not get transcripts of ¢ 

Mr. Sewarp. We didn’t have transcripts in other cases. 

Mr. DeWinp. Do you know, Mr. Seward, whether it is customary 
procedure that the grand jury does not receive transcripts of the 
testimony before it? 

Mr. Sewarp. I wouldn’t know whether it is customary. I know 
what is practical, and there is not much sense in taking your testi- 
mony unless— 

Mr. DeWrnp. I simply wanted to make the point that if it is cus 
tomary not to give grand juries transcripts of the testimony 

Mr. Sewarp. I am not—— 

Mr. DeWrnp. I say, if that is or should be customary, then of 
course, that would not give any particular significance to your failure 
to get the transcript here, Mr. Seward. 

Mr. Sewarp. Except that it was asked for time and again, and we 
didn’t receive it. 

Mr. DeWinp. Mr. Seward. as I see this matter, this whole question 
of the obstruction of Justice matter, involving the so-called Steffen 
ase and MacInnis, was a matter that was before your grand jury 
for a considerable period of time, was a subject of an FBI investiga- 
tion, and was considered by still another grand jury, and no indict 
ment was ever presented ; is that correct / 

Mr. Sewarp. That is correct. 

Mr. DeWinpv. To your knowledge, anything that happened with 
regard to your losing confidence in Mr. Hennessy and Mr. MeMillan 
could not simply be explained on the basis that Mr. Hennessy formed 
the conclusion that nothing could ever come of this long before the 
two grand juries were forced to the same conclusion ? 

Mr. Sewarp. Let me ask you to clarify that question. 
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Mr. DeWinp. You have said here, and I want to be entirely fair 
about it, that you feel that there was some deliberate dragging 1 in this 
case. 

And yet, after all this investigation of two grand juries and the FBI, 
no indictments were ever presented, and I wondered whether it might 
not simply be that Mr. Hennessy reached that conclusion just long 
before anybody else did. 

Mr. Sewarp. It is possible, but how can one reach a conclusion be- 
fore one hears the evidence ? 

We are the ones that heard the evidence. 

Mr. DoWinp. All I wanted was to make the point that possibly —— 

Mr. Sewarp. In other words, he might have made a good guess 0; 
it, 1 mean, if that is what you mean, but I don’t see how anyone could 

reach a conclusion before the evidence was presented. 

Mr. DeWrnp. I have no more questions. 

Mr. Byrnes. As I understand it, the thing that bothered you has 
been the lack of cooperation from the United States attorney in assist- 
ing you to carry out what you saw to be your responsibility ? 

Mr. Sewarp. Yes. I am glad you used the word “responsibility,” 
because that is just what we felt. 

We came into this picture without any ax to grind, gentlemen, no 
animosity with respect to anyone, just a group of people. We are 23 
different people, and we all know how hard it is to get any two people 
to see any one thing in the same light, but here you had at the end of 
this period of time 23 people who felt unanimously about this whole 
situation, and all came to the same conclusion that it was just some- 
thing that in all conscience we had to carry through. We had no alter- 
native. Wecouldn’t drop it in self-respect, gentlemen. We couldn't. 

Mr. Byrnes. You felt that even if the United States attorney may 
have reached a different conclusion than you did, as to for instan 
whether an investigation should be made, that at least he should « 

operate in what you wanted done? 

Mr. Sewarp. Yes. 

We had two people assigned to the case. These two men wer 
most emphatic in their desire to press the thing forward. No on 
could have shown greater jubilation than did Mr. Karesh when 
finally continued ourselves in office. He was delighted. 

And these two men on the other side, you had a division in thy 
United States attorney's office. At least so it seemed to us. 

Now, to prove that, to say that it actually happened, would be very 
difficult. 

I offered Mr. Tramutolo, I explained that this was a very difficult 
thing, when he first came before us, the first day that he appeared 
before us, that he had stepped into a very difficult situation, and v 
appreciated as a jury what he was up against, and this was a ver) 
complicated case, and that I would come to him and go over the ev! 
dence and show him chapter and verse just exactly what I meant, be 
cause at that time I told him that I thought there had been unwar- 
ranted obstructions in this, and whether they were purposely done or 
accidentally done was something we ought to find out, but at any rate 
there had been a holding back. 

Mr. Sewarp. Yes. I am glad you used the word “responsibility” 

And I explained that to him, and I told him that IT would be very 
happy to come to his office and give him the picture as we saw it, and 
that I would go over the evidence with him at his leisure. 
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And then I determined at the time that it might be a good plan 
to give him a summary of the thing right before the jury, which I 
did. I gave him a summary of what had happened before the jury, 
and I asked the jury to correct me if I had made any mistakes. 

And our attitude was, when Mr. Tramutolo took office, that we had 
had difficulties with Mr. Hennessy, there is no question about that, 
but that that was no reason W hy we should start in with a chip on our 
shoulders so far as Mr. Tramutolo was concerned. 

Now, Mr. Tramutolo seemed very grateful at the time, w hen I 
offered to come to his office and spend the time to go over this whole 
matter and point it out to him by going through the transcript itself, 
showing him what I meant by these different things—and that is the 
only way you ever will find out, by getting that transcript out and 
going through it—and he said that Mr. Peyton Ford was coming out, 
and Mr. Inerney, in a few days, and would I be good enough to 
come up and explain the whole matter to them. 

(nd [T agreed, of course. But I was never called. 

Mr. Byrnes. Did your jury on May 11, when you had this meeting 
when certain matters were presented concerning Bureau of Internal 
Revenue personnel—was that May 11? 

Mr. Sewarp. Yes; that was May 11. 

Mr. Byrnes. Did your jury take any affirmative action by way of 
instructions to Mr. O’Gara as to what he should do with these various 
items ¢ 

Mr. Sewarp. No. My memory of that is that we asked Mr. O'Gara 
to leave the room, as we always cid, of course, when we debated any 
question, because it is illegal to do otherwise. 

And when he returned we simply told him that we felt that in view 
of the fact that there might be some doubt as to our jurisdiction—I 
believe from what I have learned of the law since that time that there 
would be no doubt, but in view of the fact that at that time we were 
somewhat in doubt, and in view of the fact, too, that it was just the 
proper thing to do, there was another jury, a regular jury on hand and 
there was no reason why it shouldn't be presented to the other jury, 
and we thought it was just proper to do that. 

I think you can understand that. 

Mr. Byrnes. Yes. 

Mr. Sewarp. And there was nothing formal, nothing written out, 
nothing of that kind. Just as I am talking to you now, we explained 
it to him. 

That is all. 

Mr. Byrnes. Did you explain to him that you did think that there 
was enough there that it should be presented to the regular grand 
jury that was sitting? 

Mr. Sewarp. I presume that there must have. I am quite sure we 
felt that. 

Mr. Byrnes. It was not a question of how you felt. Do you remem- 
ber whether you did suggest to him or tell him that it was the view of 
the jury that this matter should be presented to the Taylor grand 
jury? 

Mr. Sewarp. I am quite sure that we told him that it should be pre- 
sented to the current jury. 
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Mr. Byrnes. That was the Taylor jury. 
Mr. Sewarp. That was the Taylor jury at that time; yes. 


Chairman Kina. You may be excused, Mr. Seward. The commitice 


is appreciative of the information you have given. 

Mr. Sewarp. Thank you. 

Chairman Kine. I might say that there have been references i) 
testimony before this committee expressing concern that there may |. 
reprisals against certain individuals. 

I want to say that as of this time we have no knowledge of repris: 
against persons who have testified during.the many months we have 
been in existence. 

I might also say that as far as it is possible for this committee to 
act, we will certainly act quickly if we have evidence to support an) 
action against persons who have testified or given information to thi 
committee. 

The committee will now adjourn until the hour of 10 Monday morn- 
ing, at which time Mr. Hennessy, former United States attorney, wi! 
be the witness. 

(Thereupon at 12 o’clock noon, a recess was taken until Monday, 
February 18, 1952, at 10 a. m.) 
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MONDAY, FEBRUARY 18, 1952 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON ADMINISTRATION 
OF THE INTERNAL RevENvE Laws 
or THE COMMITTEE ON Ways AND MEANS, 
San Francisco, Calif. 

The subcommittee met, pursuant to recess, at 10 a. m., in room 276, 
Main Post Office Building, San Francisco, Calif., Hon. Cecil R. King, 
chairman of the subcommittee, presiding. 

Present : Representatives King, Kean, and Byrnes. 

Present also: Adrian W. DeWind, chief counsel; Bruno Schachner, 
special counsel; Donald Schapiro, assistant counsel; John E. Tobin, 
assistant counsel; and William A. Silk. 

Chairman Kine. Mr. Hennessy, please. Will you be sworn, Mr. 
Hennessy ¢ 

Do you solemnly swear the testimony you will give will be the 
truth, the whole truth, and nothing but the truth, so help you God? 

Mr. Hennessy. I do. 

Chairman Kine. Be seated, Mr. Hennessy. 


TESTIMONY OF FRANK J. HENNESSY, FORMER UNITED STATES 
ATTORNEY, NORTHERN DISTRICT OF CALIFORNIA 


Mr. DeWrnp. Mr. Hennessy, what is your full name, please? 

Mr. Hennessy. Frank J. Hennessy. 

Mr. DeWinp. Were you formerly United States attorney, Mr. 
Hennessy, in San Francisco? 

Mr. Hennessy. Yes, I was United States attorney in the northern 
district of California from August 1937 to May 14, 1951. 

Mr. DeWrnp. Mr. Hennessy, it has been testified here by Mr. O’Gara 
that when he received the so-called bill of particulars, and other infor- 
mation from Mr. Doolan, that his decision not to take the matter up 
with any superiors in his office was based upon a loss of confidence that 
he had experienced in the office of the United States attorney. Mr. 
O’Gara, as I recall, said that that loss of confidence was based at 
least in part upon the manner in which the so-called George T. Davis 
case had been handled in the office of the United States attorney. 

Were you in charge of the handling of the George T. Davis case 
when you were United States attorney? 

Mr. Hennessy. I was the superior in the office. The case was im- 
mediately handled by the assistant, Mr. Edgar Bonsall, who was in 
charge of that assignment. At the trial, Mr. O’Gara assisted Mr. 
Bonsall in the trial of the case. 
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Mr. DeWrnp. Mr. Hennessy, are you aware of the delay that « 
sued in that case from the time it was referred by the Immigrat 
people to your office, and the time it was brought to trial ? 

Mr. Hennessy. Yes: I am aware of that. It involved so-called 
passport frauds. A great number of Chinese, apparently in orde: 
to later obtain passports, had filed applications for deferred birth cer 
tificates. In filing those applications for deferred birth certificate 
they are filed with the Bureau of Vital Statistics of the State . 
California—the registrant files an affidavit in which he sets fort 
the place of his birth, and the time of his birth, and his affidavit mus 
be supported by two affidavits, stating that the facts stated in tly 
registrant’s affidavit are correct of their own knowledge, and it must 
also be supported by some documentry evidence. A great many of 
those Chinese applied for delayed birth certificates. There was a great 
number of them. 

Later when they obtained their delayed birth certificates, they used 
these fraudulent certificates to obtain passports, claiming that the; 
were native-born Chinese. The Immigration conducted an extensivy: 
investigation into the matter. There were a great number of reports 
filed, and the investigation covered a long period, and there were 
great number of indictments returned as a result of the investigatio 
of those frauds. This covered a considerable period of time. 

We were confronted with the situation that those birth certificat: 
applications had been prepared in the offices of various lawyers. 
There were probably half a dozen attorneys who had assisted in the 
preparation and sending or forwarding of those birth certificates to 
the office of the Bureau of Statistics in Sacramento. We prosecuted 
and had indictments returned against many Chinese who were guilty 
of fraudulent birth certificates, and also fraudulent applications for 
their passports. 

As the cases came along, we were confronted with the problem of 
whether we had a sufficient case to indict the lawyers in whose offices 
those delayed birth certificates were prepared. The applications were 
all on behalf of Chinese and undoubtedly the attorneys dealt with the 
Chinese through the medium of an interpreter. We did not return 
indictments against the lawyers, because we felt that we did not have 
sufficient evidence to prove that the lawyers who had prepared those 
fraudulent certificates had knowledge that the statements made by 
the affiants in the supporting affidavits were false. However, as time 
went on and cases came into court, the judges frequently inquired, 
“Well, what lawyer prepared those? Who prepared these?” And 
Mr. Bonsall] attended to the cases, and I think he attended them 
efficiently and told the court the circumstances, 

Nothing was retained from the juries. They were advised of all the 
facts, but we still felt that we did not have sufficient evidence to prose- 
cute the attorneys in whose offices those birth certificates had been 
prepared. 

As time went on, it appeared that George T. Davis had filed a great 
number of those applications for fraudulent birth certificates. I think 
there were about 18 in which Davis figured. We then gave serious 
consideration to the question of asking for an indictment against 
Davis. We had other facts that we thought would successfully sup- 
port prosecution. Davis was indicted, and at the trial he was prose- 








INTERNAL REVENUE INVESTIGATION 2473 


cuted by Mr. Bonsall and Mr. O'Gara. I did not interfere in any way 
with the prosecution. I gave them all the assistance that I could. 

I understand that Mr. O'Gara has made the criticism that I refused 
his request that a different interpreter be used at the trial of the case 
than was actually used. 

Mr. DeWixp. Mr. Hennessy, pardon me for interrupting. Before 
we get to that point, do you recall a report on a number of these immi- 
gration cases coming to the United States attorney’s office in 1949? 

Mr. Hennessy. ae were a great number of reports that came in. 
[ don’t recall the dates, but I recall a great number of reports. There 
was quite a voluminous file. 

Mr. DeWinp. I am referring to a report from the Immigration 
and Naturalization Service, setting forth a number of cases, togethe r 
with the dates on which the statute of limitations would run on them, 
which became the subject of two further reports by the Immigration 
und Naturalization Service pointing out that the statute had run on 
some of the cases, and it was only after the third report, and after 
the statute had run some of the cases, that any action was taken ? 

Mr. Hennessy. I recall the question of the statute of limitations 
and, while the statute of limitations had run on some of the cases, there 
were other cases sufficient in number to present the case fairly in the 
prosecution of Davis. I was aware of that. I am not familiar with 
the dates. I personally did not handle those matters, but Mr. Bonsall 
discussed that phase of the case with me. 

Mr. DeWinv. Do you know of any reason why the report from the 
Immigration and Naturalization Service was not acted on from the 
time it was received, I believe in September 1949, until June of 1950? 

Mr. Hennessy. We acted on all of the cases as we felt that there 
was suflicient evidence to justify prosecution. Previously we did not 
feel that we had sufficient evidence to successfully prosec ute Mr. Davis. 
When we felt that we did have, we proceeded. 

Mr. DeWInp. The testimony here, Mr. Hennessy, has indicated 
that nothing was done on those cases between the time the report 
came over in 1949 until two subsequent reports pointing out that the 
statute of limitations was running out on these cases had been filed, 
and finally action was taken in June 1950. 

Mr. Hennessy. Well, I don’t reeall the dates, but 1 know we pro- 
ceeded with the Davis case when we felt that we had sufficient evidence 
to present the case for prosecution. 

Mr. DeWinp. Do you know whether or not the reports on these 
cases were kept in your office in the safe ¢ 

Mr. Hennessy. The reports were kept in the safe in my office. I 
kept many reports in the safe in my oflice where investigations were 
pending, or matters were being presented to the grand jury. It would 
have been a grave injustice 1f publicity was given to the names of 
various attorneys mentioned in the reports against whom we did not 
feel we had sufficient evidence to prosecute. But that was not an 
unusual thing, to keep reports in the office. I did that in a great many 
cases, Income-tax cases, and especially cases pending before a grand 
jury. 

Mr. DeWrnp. The point I am trying to get at here, Mr. Hennessy, 
is this, that the statute of limitations was “permitted to run in some 
of these cases. 

Mr. Hennessy. In some of the cases; yes. 


Mr. DeWinv. Why did that happen? 
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Mr. Hennessy. Because we did not feel we had sufficient evidence 

to proceed against Davis at that time. 
fr. DeWrnv. Did that require permitting the statute of limit: 
tions to run on these cases against these various Chinese? 

Mr. Hennessy. I don’t recall the statute running on the various 
Chinese, because personally I did not attend to those details of 
case. But as to Davis, we felt that we still had an ample caaber of 
alleged violations in which the statute had not run, so that we could 
prosecute. 

Mr. DeWrxv. What I am trying to get at, Mr. Hennessy, is why 
a report which comes over in September of 1949 should stay in a safe 
in your office until June of 1950. 

Mr. Hennessy. It was not in my safe all the time. The assistants 
in charge of the case always had access to those reports. 

Mr. DeWinp. In that particular case, it appears that nothing was 
done at all. 

Mr. Hennessy. I don’t recall the particular cases that you are re- 
ferring to, but I know that there were a great number of prosecutions 
growing out of those eset wee frauds. 

Mr. Byrnes. We are referring to the Davis case and a master report 
filed by the Immigration Service with you in September 1949. Do you 
remember when that case was assigned to an assistant? 

Mr. Hennessy. The case was assigned to the assistant when those 
passport cases first arose. 

Mr. Byrnes. I am talking about the Davis factor. 

Mr. Hennessy. The Davis case was assigned to Mr. Bonsall. He 
was handling that all the time. 

Mr. Byrnes. All the time? 

Mr. Hennessy. Yes. 

Mr. Byrnes. From September 1949, he had that case under—— 

Mr. Hennessy. He had all those cases involving the passport fraud; 
yes, sir. 

Mr. Byrnes. The Immigration Service advised that they wrote to 
you on three separate occasions and received no answers whatever. 

hey wrote to you calling attention to the fact that you had these 
cases in this report of September 1949, and received no reply what- 
ever from your office. Can you tell us about that? 

Mr. Hennessy. I don’t recall. The files were turned over to the as- 
sistant. I personally did not handle the details of the cases. I don’t 
recall those particular letters you are referring to. 

Mr. Byrnes. Those letters were addressed to you as United States 
attorney, I understand. 

Mr. Hennessy. Of course, they come over my desk, but they are 
referred immediately to the assistant who has that particular assign- 
ment. 

Mr. DeWrnp. Mr. Hennessy, what is the practice in the office of the 
United States attorney? Here was this report on these cases involv- 
ing Mr. Davis. It came over in September, 1949, and no answer was 
given to the follow-up letters from the Immigration and Naturaliza- 
tion Service until June of 1950. What is the practice of the office of 
United States attorney in checking on cases and how they have been 
handled by the assistants in the office ? 

Mr. Hennessy. I exercised considerable care in handling of the 
assistants. In regard to those passport cases, involving the attor- 
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neys, 1 felt until we did prosecute Davis, it would be difficult to obtain 
a conviction. 

Mr. DeWinp. Is there no system by which the United States attor- 
ney keeps supervision upon the manner in which an assistant is han- 
dling important cases ? 

Mr. Hennessy. Yes. We have frequent consultations with the as- 
sistants in regard to the cases. 

Mr. DeWinp. When these cases came in involving these Chinese who 
had been represented by Mr. Davis, are they docketed in some way 
in the office ¢ 

Mr. Hennessy. There is a docket kept of all those cases, yes, but of 
course when the files come in, they are referred to the assistant who is 
handling a particular case. 

Mr. DeWrnp. And from that point is there any check made on the 
disposition of those cases? 

Mr. Hennessy. Oh, yes, we check up with the assistant as to the 
condition of the case, yes. 

Mr. DeWrnp. Once these cases were assigned to an assistant in this 
case, Mr. Bonsall, did you never discuss the case with Mr. Bonsall ? 

Mr. Hennessy. Oh, yes; I discussed them with him frequently. 

Mr. DeWrnp. How is that all cases sat from September 1949 to 
June 1950 despite two follow-up letters ? 

Mr. Hennessy. I don’t know the dates. In regard to the attorneys, 
the situation was that we felt that the evidence was not adequate to 
prosecute. 

Mr. Byrnes. Who do you mean when you say “we”? 

Mr. Hennessy. Myself and the assistant with whom I discussed 
this. 

Mr. Byrnes. Who was the assistant? 

Mr. Hennessy. Mr. Bonsall. 

Mr. Byrnes. And you decided back in September 1949 that you did 
not have enough evidence to prosecute Mr. Davis? 

Mr. Hennessy. I decided, or we decided, that, up until we initiated 
the prosecution ; yes. 

Mr. Byrnes. Up until you initiated the prosecution? 

Mr. Hennessy. Yes; I don’t recall the dates. 

Mr. Byrnes. Did you get some new fact between September 1949 
and June 1950? 

Mr. Hennessy. I really can’t tell you that. I don’t recall. 

Mr. Byrnes. You do not recall what made you change your mind? 

Mr. Hennessy. We discussed the matter, and there was such a 
volume of cases in which Davis was involved that we decided to prose- 
cute. That was the situation. 

Mr. Byrnes. Because you had a volume of cases, you decided to 
prosecute ¢ 

Mr. Hennessy. No; I say there was a great volume of cases against 
Davis. We thought we had a stronger case against Davis than we did 
any of the other attorneys who were involved in the obtainment of 
those fraudulent birth certificates. 

Mr. Byrnes. But you were given that information in September 
1949? 

Mr. Hennessy. Yes. 

Mr. Byrnes. And yet nothing was done until June of 1950. 
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Mr. Hennessy. We didn’t decide that we would prosecute until we 
proceeded with the prosecution. 

Mr. DeWinv. Was anything done on the cases? 

Mr. Hennessy. Yes; there were a great number of indictments 
returned from time totime. I don’t recall the dates. 

Mr. DeWinp. On these particular cases which was a group of per- 
haps 15 cases reported by the Immigration and Naturalization 
Service ¢ 

Mr. Hennessy. I don’t recall these particular cases you are re- 
ferring to. 

Mr. DeWinpv. During the period that these cases were in your ollice, 
what was done about it? Was there additional investigation ? 

Mr. Hennessy. The investigation was proceeding at all times and 
we were hopeful that they would be able to get testimony from some 
of the Chinese involved that would strengthen the cases. 

Mr. DeWinp. Who was conducting the investigation ? 

Mr. Hennessy. The immigration agents. 

Mr. DeWinpb. Was there any contact between your office and the 
agents ¢ 

Mr. Hennessy. Mr. Bonsall was in continual contact with the 
agents. 

Mr. Byrnes. You mean in between September 1949 and June 1950! 

Mr. Hennessey. I don’t recall the dates, but at all times when those 
cases were pending, my information was that Mr. Bonsall was in con 
tinual contact with them. 

Mr. Byrnes. I think there was a question here as to how we defin 
“pending.” As far as the Immigration Service is concerned, their 
representative testified here that their master report was sent to you 
in September 1949, that they received no reports from you, that they 
wrote on at least two other separate occasions inquiring what was 
being done because the statute of limitations was running on some of 
the cases, and that nothing was done by you people until June of 1950. 
Is that the period that you call the period when the case was pending! 

Mr. Hennessy. The investigation was pending; yes. 

Mr. Byrnes. As far as the Immigration Service 1s concerned, theit 
testimony is that they had submitted their master report in Septe Saher. 
They had fundamentally completed their investigation, as far as the 

case is concerned. 

Mr. Hennessy. I don’t recall the dates at all, s 

Mr. Byrnes. W sk | you assume that they are right when they tes- 
tify here that it was in September 1949? 

Mr. Hennessy. I don’t make any assumptions. 

Mr. Byrnes. You say all the time the case was pending. What do 
you mean all the time the case was pending ? 

Mr. Hennessy. Under investigation and under consideration as to 
whether or not there would be a prosecution. 

Mr. Byrnes. You mean from the time they submit a report to you 
and from there on it is constantly under investigation ; is that what you 
mean by pending? 

Mr. Hennessy. I understood that those cases were being investi- 
gated right along, and an effort was being made to strengthen the case 
as it involved the attorneys. 

Mr. Byrnes. Do you strengthen the case by letting the statute of 
limitations run on some of the items on the case? 
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Mr. Hennessy. I don’t think it was important that the statute ran 
on some particular cases, because there were many other cases 4 oe 
which the statute did not run, and which a prosecution could be had 
and upon which a prosecution definitely was had. 

Mr. Byrnes. If the statute of limitations runs on half of the case 
you have pending involving Mr. Davis, that certainly is not strength- 
ening your case, is it ? 

Mr. Hennessy. The general pattern of all the cases was the same. 
It did not weaken the other cases at all. 

Mr. Byrnes. But you have that many less cases upon which to base 
your charge. 

Mr. Hennessy. I know, but if you convict a man on one case, it is 
usually sufficient in the United States district court. If you involve a 
great number of cases, it adds nothing to it. If he is convicted, the 
court makes the sentence cumulative, concurrent. 

Mr. Byrnes. That is, if he is convicted, but we are talking now 
about a trial and prosecution. Are not your chances better if you have 
eight cases than you are if you have only four cases? 

Mr. Hennessy. I don’t think so; no. Each case has to stand on its 
own facts. 

Mr. Byrnes. That is right. 

Mr. Hennessy. The general pattern of the cases was all the same. 

Mr. Byrnes. Do you not via mee somewhat your potential when you 
make it impossible to prosecute on four of the counts? 

Mr. Hennessy. I don’t think so. 

Mr. Byrnes. It is a matter of judgment, though; is it not? 

Mr. Hennessy. It is a matter of judgment. 

Mr. Byrnes. It certainly does not improve your case when you 
reduce the number of counts. 

Mr. Hennessy. I think it is indifferent. I don’t think the number 
of counts in an indictment is important. 

Mr. Byrnes. To what extent did you strengthen the case against 
Davis in the period from September 1949 to June 1950? 

Mr. Hennessy. I really don’t recall. I am not familiar with all of 
those reports. 

Mr. Byrnes. If some of the evidence that might be needed in the 
ease is destroyed by the lapse of time, that weakens your case; does 
it not ? 

Mr. Hennessy. Oh, yes; if evidence is destroyed. I can’t assume 
that evidence was lost through lapse of time. 

Mr. Byrnes. You cannot assume. That is what happened in this 
case; is it not? 

Mr. Hennessy. No; I can’t assume that. 

Mr. Byrnes. I am not asking you to assume it. Are you familiar 
with the problem they had in connection with the records that had 
been lost ? 

Mr. Hennessy. I didn’t know of any records being lost. 

Mr. Byrnes. Did you know that they had to rely upon photostats? 

Mr. Hennessy. No. 

Mr. Byrnes. Instead of original documents? 

Mr. Hennessy. No; I didn’t. I didn’t try the case personally. 

Mr. Byrnes. You were interested in the case; were you not? 

Mr. Hennessy. Certainly I was interested in the case. 
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Mr. Byrnes. You should know something about it, then; do you 
not ¢ 

Mr. Hennessy. I know in a general way. 

Mr. Byrnes. In a general way ? 

Mr. Hennessy. Yes. It was a very voluminous record. 

Mr. Byrnes. You mean from September of 1949 to June of 195(/ 

Mr. Hennessy. All of the time the record was voluminous. The 
cases were all correlated. They were all a general pattern of cases. 

Mr. Byrnes. There were different individuals in each case; were 
there not ? 

Mr. Hennessy. Yes, different individuals. 

Mr. Byrnes. And different testimony that might be developed 
each case by reason of the difference in the individuals involved ? 

Mr. Hennessy. Yes, that is true, of course. 

Mr. Byrnes. You have no recollection to exactly what happened 
as far as your assignment of this case was concerned, and the work 
done by your office between September 1949 and June of 1950; is that 
correct ? 

Mr. Hennessy. I know in a general way by discussing it with the 
assistant. 

Mr. Byrnes. How many times did you discuss this with the assist- 
ant between September of 1949 and June of 1950? 

Mr. Hennessy. I can’t tell you how many times. Many times. 

Mr. Byrnes. What would you consider many ? 

Mr. Hennessy. Oh, I have no consideration. 

Mr. Brrnes. A dozen times? 

Mr. Hennessy. I haven’t any consideration of what “many” means 

Mr. Byrnes. You used the word. I did not use it. 

Mr. Hennessy. Yes, I used it. 

Mr. Byrnes. What do you mean by it? 

Hr. Hennessy. I mean quite a number of times. 

Mr. Byrnes. You discussed this constantly during that interval? 

Mr. Hennessy. Not constantly, but he was in and out discussing 
this case, very frequently. 

Mr. Byrnes. The case against Mr. Davis? 

Mr. Hennessy. Against Davis and the other attorneys involved. 
There were a number of attorneys involved. 

Mr. Byrnes. What was the nature of your discussion? 

Mr. Hennessy. General discussion. 

Mr. Byrnes. What would your conclusions be? 

Mr. Hennessy. My conclusion was, up to about the time we did 
prosecute, that the case could not be successfully prosecuted against 
the attorneys. 

Mr. Byrnes. Were you familiar with the fact that the Immigration 
Service was interested in at least getting some kind of a report from 
you as to what you were doing with the case during that interval ’ 

Mr. Hennessy. I assumed that Mr. Bonsall had advised them as 
to our position in the matter. 

They knew that we felt that the case against the attorneys was a 
weak case. 

Mr. Byrnes. Did that come up during your discussions? 

Mr. Hennessy. It came up in the discussion with Mr. Bonsall; 
yes. 
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Mr. Byrnes. Did you ever tell the Immigration Service that you 
lid not think you had a case that could be successfully prosecuted 
against Mr. Davis? 

Mr. Hennessy. I don’t recall of ever telling them. 

Mr. Byrnes. Did you ever tell them indirectly ? 

Mr. Hennessy. I don’t recall that I did discuss it with Bonsall. 
Bonsall had most of the contacts with the Immigration. I didn’t 
Y rsonally have any contacts. 

Mr. Byrnes. That is all, Mr. Counsel. 

Mr. DeWrnp. Mr. Hennessy, you started to refer to this question of 
the interpreter 

Chairman Kine. Before you go into that, Mr. Counsel, I would like 
to get my mind clear on a point. 

It is the custom, Mr. Hennessy, in your office when cases such as 
these immigration cases arise that they are assigned to an assistant ? 

Mr. Hennessy. That is true. 

Chairman Ktne. In this case they were assigned to Mr. Bonsall ? 

Mr. Hennessy. That is true. 

Chairman Kine. Ordinarily, then, from that time on conferences 
and other matters dealing with the case by outside departments or 
individuals would automatically channel direct to Mr. Bonsall? 

Mr. Hennessy. That is true. 

Chairman Krne. And on occasion if there was anything concerning 
the cases that he felt warranted discussion with you, that would be 
taken up with you as his superior? 

Mr. Hennessy. That is true. 

Chairman Kine. Then when these queries or letters or reports came 
to the office, even though directed to you, from the Immigration dealing 
with the Davis case, they would automatically go to the desk of Mr. 
Bonsall ? 

Mr. Hennessy. Yes. 

Chairman Kine. And originally in your cases it was your feeling 
and Mr. Bonsall’s that the number of attorne ys involved in the various 
immigration matters was such that immediate moves for indictment 
were not considered wise ? 

Mr. HENNESSY. We did not fee] that we could successfully prosecute 
the cases because we could not prove that the attorneys had knowledge 
that the attorneys’ witnesses were swearing to false affidavits. 

Chairman Kine. Do you know, Mr. Hennessy, whether or not Mr. 
Bonsall is still an assistant United States attorney ? 

Mr. Hennessy. He is an assistant United States attorney. He has 
been for a great many years. He was an assistant under Mr. George 
Hatfield, who was United States attorney appointed by President 
Coolidge, and he formerly was in the Immigr: ation Service also. 

I have full confidence in Mr. Bonsall. I think that he did an ex- 
cellent job in these passport-fraud cases. 

Chairman Kina. Then the committee, in order to determine the de- 
tails of the matters dealing with Mr. Davis, would more properly get 
that information from Mr. Bonsall? ; 

Mr. Hennessy. Mr. Bonsall knows the details. I am not familiar 
with them. 

Chairman Kring. Thank you. 

Mr. Byrnes. The files would show on what date an assignment is 
made within the office to an assistant ? 
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Mr. Hennessy. The first file that would come in would show it; yes 

Mr. Byrnes. Show the assignment ? 

Mr. Hennessy. Yes. There is a notation made at the top, “ 
ferred to so-and-so,” and they go to the assistant who has 
particular assignment. 

Mr. DeWrnp. Mr. Byrnes, in this case the letter of transmitt.| 
dated September 12, 1949, from the Immigration and Naturalizat 
Service, addressed to Mr. Hennessy, has stamped upon it “Septembe; 
13, 1949, referred to Bonsall.” 

Mr. Hennessy, you have said that frequently these matters were kept 
in the safe in your office? | 

Mr. Hennessy. Yes; that is true. 

Mr. DeWrinp. What was the procedure by which an assistant ob- 
tained files that were in your office ‘ 

Mr. Hennessy. My secretary and I had the combination of th 
safe. Either one of us could open the safe and give the report or file 
out to the assistant. 

Mr. DeWinp. You and who else, Mr. Hennessy ? 

Mr. Hennessy. My secretary. 

Mr. DeWinp. What was the procedure by which an assistant would 
get the files from your safe? 

Mr. Hennessy. They would come and ask me directly, or ask m 
secretary, and the file would be given to them. 

Mr. DeWrnp. It was understood that if an assistant wanted a file 
he could simply ask your secretary ? 

Mr, Ilennessy. Ask my secretary or ask me. 

Mr. DeWrnp. In the Davis case was there any limitation at all on 
Mr. Bonsall’s right to get that file ? 

Mr. Hennessy. No limitation at all. 

Mr. DeWrnpv. Did you ever talk to Mr. Bonsall about the fact that 
the files would be kept in your safe? 

Mr. Hennessy. Yes; I told him. 

Mr. DeWinv. Why were these files kept in your safe? 

Mr. Hennessy. Because the cases were under investigation. Matters 
were being presented to the grand jury right along from the files, 
and I did not want any leakage as to the contents of the files. 

Mr. DeWinp. Did you keep all cases in your safe that were under 
investigation and being presented to grand juries? 

Mr. Hennessy. I kept many important cases. I kept all cases in- 
volving subversive activities. I kept many income-tax cases that were 
under investigation, and cases that were about to be presented to a 
grand jury. I kept them in the safe. 

Mr. DeWrnp. All cases 

Mr. Hennessy. Not all cases, but important cases. 

Mr. DeWrnp. What was so important about the Davis case that it 
should be kept in your safe? 

Mr. Hennessy. It wasn’t the Davis case. It was all those cases 
involving those passport frauds. They involved a great many at- 
torneys, who were reputable men, and I didn’t feel that publicity of 
that sort while the case was still pending and no indictments had been 
returned should be permitted. 

Mr. DeWinp. Those files were kept in your safe because of the 
identity of the particular persons ? 
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Mr. Hennessy. Not particularly because of the identity. Because 
I believed that publicity would hinder the proper presentation of the 
case to the grand jury, and also the proper investigation of the case. 

Mr. DeWrnp. If files are not kept in your safe, is it the office ex- 
perience that there is publicity about them ? 

Mr. Hennessy. In some cases there has been leakage; yes. 

Mr. DeWrnp. In this particular case the question of leakage of 
names of prominent attorneys was one factor which led to keeping 
the files in your safe ¢ 

Mr. Hennessy. It was one factor that I considered ; yes. 

Mr. DeWrnp. Now, you are sure that when Mr. Bonsall had work 
to do in the case that he did not have to consult with you before he 
ould get the file ? 

Mr. Hennessy. No, he did not have to consult with me. He could 
vet the file from the secretary at any time. 

Mr. DeWrnp. ‘There was no indication or statement made to Mr. 
Bonsall that he should consult with you on these particular cases? 

Mr. Hennessy. There was no special instruction, no. 

Mr. DeWinpb. Coming to the question of the interpreter, how did 
that matter come up, and what was the problem ¢ 

Mr. Hennessy. ‘The practice in the office had been that when we 
needed an interpreter we would use Robert Park, the official Chinese 
interpreter of the superior courts. He had been official Chinese in- 
terpreter of the superior courts for over 30 years. I knew the man 
for 30 years myself, and had participated in many cases, trials, in 
which he was the interpreter. We used him whenever we required a 
Chinese interpreter in the Federal court. That had been our practice, 
i] d his work had been sat isfactory and efficient. 

In this particular case Mr. O’Gara requested that he be displaced, 
that the Immigration objected to him on some ground, and I told 
O'Gara that I had known Mr. Park for over 30 years, that he was the 
official interpreter of the superior courts of San Francisco and had 
een used by our office in all cases previously involving Chinese inter- 
pretation, and I refused to displace him. I said that I knew him to 
be a competent and honest man. 

Mr. DeWrnp. Are you familiar with the developments that oc- 
curred at the trial in regard to misinterpretation by Mr. Park? 

Mr. Hennessy. The only thing that I heard about misinterpre- 
tation was a statement—I think I read it in the press—that Charles 
O’Gara claimed that there was some misinterpretation. 

Mr. O’Gara is not competent. He is not a Chinese scholar. He 
wouldn’t know whether there was a misinterpretation or not. 

Mr. DeWinp. That was not quite the situation. The Immigration 
and Naturalization Service had two other interpreters in the court 
room, and they reported on two answers that were, according to their 
report, materially misinterpreted. 

Mr. Hennessy. I know nothing about it. 

If there was any gross misinterpretation I am satisfied that Judge 
Fee, who presided at the trial, would have obtained another inter- 
preter. 

I have always had full confidence in the competency of Mr. Park, 
and between Mr. Park and an interpreter of the Immigration Office 
I would accent Mr. Park’s interpretation first. 





2482 INTERNAL REVENUE INVESTIGATION 


Mr. DeWrnp. It was testified here that it was the position of 
Judge Fee in the case that the United States attorney by using this 
interpreter had vouched for him, and that he was not going to question 
the accuracy of his interpretation. 

Mr. Hennessy. I vouched for him because I knew he was a com- 
petent and honest man. 

Mr. DeWrnp. Did you ever study the questions that had been inter- 
pees by Mr. Park, and which the Immigration Service said had 
een misinterpreted ? 

Mr. Hennessy. No, I never saw those. 

Mr. DeWinp. Was that never brought to your attention ? 

Mr. Hennessy. No, that never was brought to my attention. 

Mr. DeWrnp. At the time this incident occurred, and Mr. O’Gara 
tried to have Mr. Park replaced during the trial, you heard nothing 
about it? 

Mr. Hennessy. No, I didn’t hear anything about it. I didn’t know 
that he had tried to have Park replaced during the trial. This is the 
first I have heard of that. 

Mr. Byrnes. This is the first time you have heard of that ? 

Mr. Hennessy. That he tried to have Park displaced, yes. I never 
heard of that before. 

Mr. Byrnes. Did you ever hear that Park had been found misinter- 
preting during that case ? 

Mr. Hennessy. I never heard of it. 

Mr. Byrnes. You never heard of it? This is the first time? 

Mr. Hennessy. That is right. 

I don’t believe that he was found guilty of misinterpreting. If he 
was I think Judge Fee would have removed him. 

Mr. Byrnes. Did you know that authorization had been received 
from the Attorney General to have an interpreter other than the in- 
terpreter who was regularly used by the courts? 

Mr. Hennessy. The only authorization that I received was stated 
to use my own judgment in the matter, whether Parks should or should 
not be displaced. That came from the Attorney General. 

Mr. Byrnes. But you had authority from the Attorney General to 
have an interpreter other than Mr. Park if you so desired, did you 
not ? 

Mr. Hennessy. Oh,I assumed so. We never had any difficulty about 
interpreters. But if I desired to displace Mr. Park I would have re- 
quested the court to have another interpreter. 

Mr. Byrnes. But in this case a letter was written to the Attorney 

General’s office in Washington requesting specific authority, was there 
not ? 
Mr. Hennessy. I really don’t know what was written. I know that 
I received a communication from the Attorney General stating that 
some objections had been raised to Robert Park, but for me to use 
my own judgment as to whether or not he should act as interpreter 
in the case, and I decided that Mr. Park should be the interpreter in 
the case. 

Mr. Byrnes. You knew that the Immigration and Naturalization 
Service had a serious question about Mr. Park and his reliability, did 


you not? 
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Mr. Hennessy. I don’t know. I know they raised an objection to 
him, but knowing the man, I didn’t place much weight in their 
objection. 

Mr. Byrnes. Is it not true that somebody called your attention to 
the fact that there had been evidence that Park had falsely testified 
under oath in superior court in 1949? 

Mr. Hennessy. No, I never heard that. 

Mr. Byrnes. Did you ever hear that he had falsified regarding the 
birth of a Chinese? 

Mr. Hennessy. No, I never heard that. I would be surprised if he 
had. 

Mr. Byrnes. Had you heard that they had evidence that he had also 
made a false affidavit on a passport application ? 

Mr. Hennessy. I heard some mention about it, but I never knew 
the details of it. 

Mr. Byrnes. This case here involved passport applications, did it 
not ¢ 

Mr. Hennessy. It involved passport applications, yes. 

Mr. Byrnes. But in spite of this evidence against Mr. Park and his 
reliability from the Government standpoint, is it my understanding 
that you insisted that Mr. Bonsall had to use Mr. Park as the inter- 
preter ? 

Mr. Hennessy. The words “had to use” was not the case. I desig- 
nated Mr. Park as the interpreter, and I assumed full responsibility 
for doing so. 

Mr. Byrnes. In other words, you let Mr. Bonsall handle all the de- 
tails of the case, but as far as this detail was concerned, that detail 
you took care of yourself ¢ 

Mr. Hennessy. I took care of that detail myself, yes. 

Mr. Byrnes. What other details did you take care of yourself in 
this case? 

Mr. Hennessy. I don’t recall what other details I took care of. 

Chairman Krne. Do you know, Mr. Hennessy, whether or not Mr. 
Park has ever been indicted, or any charges have been pressed for 
all these alleged acts he has committed ? 

Mr. Hennessy. I have known Mr. Park for over 30 years and I 
never heard of anything against his reputation. He has an excellent 
reputation. 

Chairman Kine. If it has been alleged that he has committed the 
acts referred to by Representative Byrnes, it would seem that some 
action should have been taken by this time, would it not? 

Mr. Hennessy. No action that I ever heard of. 

Chairman Kina. If he had falsely filed documents, and had falsely 
filed testimony, in his interpretation, those are the acts that are 
actionable ? 

Mr. Hennessy. Yes, I never heard of any action being taken. 

Mr. Byrnes. When you received this information from the Immi- 

gration and Naturalization Service about the evidence they had 
against Park, did you initiate an investigation to see whether he was 
guilty of it? 
' Mr. Hennessy. They didn’t give me any evidence against Park. It 
was a conversation that took about a minute. They said they had 
some objections, that they had his name in connection with some of the 
false affidavits, but no details were gone into. 
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Mr. Byrnes. Mr. Heckert of the Immigration and Naturalization 
Service is the one who has testified before this committee concerning 
the information they had, and he testified as follows: 

In 1949 I had a case under investigation which disclosed that he had falsely 
testified under oath in superior court in San Francisco regarding the birth ofa 
Chinese, and he had also made a false affidavit on a passport application. The 
facts had been presented earlier and now that the trial was about to commence 
I called the fact that Park was likely to be the court interpreter unless we did 
something else about it to the attention of the United States attorney's office. 

Yet, having that information about this improper conduct on the 
part of Park} you did not investigate Park, and you insisted without 
an investigation that Park be the ‘interpreter ; ; is that correct ? 

Mr. Hennessy. He never gave me any such information you are 
talking about. 

Mr. Byrnes. He did not? 

Mr. Hennessy. No. 

Mr. Byrnes. In other words, he is testifying falsely here? 

Mr. Hennessy. I don’t draw any conclusions as to anybody’s testi- 
mony, whether they are testifying falsely or not. 

Mr. Byrnes. He is saying that he told the office and you are say- 
ing he absolutely did not? 

Mr. Hennessy. He did not tell me; no. 

Chairman Kine. Would it not occur to you, Mr. Hennessy, that 
this information such as you are supposed to have received should have 
been properly placed before the district attorney of this county if they 
had sufficient evidence ? 

Mr. Hennessy. I think so. This man had been over 40 years as 
official interpreter. He died about 3 months ago, and had an excellent 
reputation. He acted repeatedly in the Chinese courts as official inter- 
preter and his work had always been satisfactory. I had full confi- 
dence in his competency and his integrity. 

Chairman Kine. Would it not strike you, Mr. Byrnes, without any 
feeling here one way or another, that if this information is brought 
to the attention of the United States attorneys dealing with 
whether or not a man is competent to act as an interpreter, if they had 
that knowledge, and apparently they have had it, why had it not been 
placed with the proper authority for prosecution? In my opinion it 
would have been the district attorney of this county. Is it not your 
opinion that is the procedure that should be followed ? 

Mr. Hennessy. That is my opinion; yes. 

Mr. Byrnes. It turned out, did it not, Mr. Hennessy, that during 
the course of the trial, Mr. Park did misinterpret ? 

Mr. Hennessy. No; I don’t concede that. I wasn’t present. But 
I would be very much surprised if he did misinterpret. As between 
Park and an interpreter from the Immigration, I would prefer to 
accept Mr. Park’s interpretation. 

Mr. DeWrnp. There is a confidential report, Mr. Hennessy, dated 
December 11, 1950, of Mr. George W. Heckert of the Immigration 
Service which says: 

This afternoon, shortly before a recess in the trial, official Immigration inter- 
preters Pak Hoy Wong and Walter Lew called to my attention two-answers by 
Witness Huie Young which were misinterpreted by the court interpreter, Robert 
Leung Park, substantially as follows: 
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And then there are set forth two answers that were said to be mis- 
interpreted. The report continues that this matter was brought to the 
attention of the court, first by Mr. Bonsall, and then by Mr. O’Gara, 
that there had been two misinterpretations, and they asked for a dif- 
ferent interpreter. This was disallowed by the court with a statement 
that, by using this interpreter, the Government was vouching for him. 
After the recess, Bonsall tried to develop the misinterpretation, but 
was prevented by the judge and the defense attorneys from doing so. 

Mr. Hennessy. I know nothing about that. 

Mr. DeWinp. That was never brought to your attention by Mr. 
O'Gara / 

Mr. Hennessy. No; never. 

Mr. Byrnes. This is the first time you heard about it? 

Mr. Hennessy. This is the first time. 

Mr. DeWrnpb. Mr. Chairman, I am going on to the second matter 
now. 

Chairman Kine. Very well. 

Mr. DeWrnp. The second matter that Mr. O'Gara referred to here 
as having been handled in a way which caused him to lose confidence 
was the question of the FBI investigation that the Seward grand 
jury wanted into the so-called obstruction of justice case, surrounding 
Louise Haller and the Steffen matter. 

Mr. Hennessy. Yes. 

Mr. DeWrnv. When did you first hear of the grand jury’s desire to 
have an FBI investigation in that case, Mr. Hennessy ¢ 

Mr. Hennessy. When they applied for an extension of their term. 

Mr. DeWrnv. That was in November 1950? 

Mr. Hennessy. I don’t recall the date. They stated that they had 
not completed their investigation of this alleged witness tampering 
and they desired their term extended to complete their decision on 
it, and they also suggested the propriety or wisdom of having a 
further investigation by the FBI. 

Mr. DeWrnp. Did Mr. Seward take that up with you personally ? 

Mr. Hennessy. I think the matter was discussed one time down 
before the grand jury, but they had made their application to the 
FBI to have the FBI enter into an investigation of the case before 
they took it up with me. The first I heard about it was one of the 
assistants told me that the Seward grand jury had sent, I believe, for 
the director of the FBI, and he appeared before the grand jury, and 
asked that the FBI enter and make an investigation of this witness 
tampering charge, and the FBI, I was told, informed the grand jury 
that it was against the policy of the Federal Bureau of Investigation 
to enter into any investigation that had been previously partially 
handled by some other investigative agency of the Government. And 
subsequently one of the representatives of the FBI called at my office 
and told me that they had been requested to enter the investigation, 
but the policy of the Federal Bureau of Investigation was that they 
would not enter into an investigation that had been partially investi- 
gated by some other investigative agency of the Government. 

Later the Seward grand jury, through Mr. O’Gara, requested that 
I join in a written request to the Federal Bureau of Investigation that 
they make an investigation of this witness tampering, which I did. 
I sent a letter to the Director requesting that the FBI make an in- 
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vestigation of the matter, and I also sent a telegram to the Attorney 
General requesting the Attorney General to direct the Federal Bureau 
of Investigation to make an investigation of this witness tampering 
charge. 

Mr. Kimball, the Director of the Federal Bureau of Investigation, 
called at my office in response to the letter and stated it was against 
the policy of the Federal Bureau of Investigation to enter into any 
investigation of a matter that had been partially investigated by 
another agency of the Government, and he asked me, “Have you any 
additional facts that you can give us,” and I said “No,” we had pro- 
duced to the grand jury all the evidence that we were able, that the 
matter had been investigated by the Bureau of Narcotics. Mr. Gentry, 
the Director of the Bureau of Narcotics, had originally called at my 
office and stated—this was an aftermath of the so-called Zamloch 
ease: Zamloch had been convicted, and there was a woman witness 
who had testified at the Zamloch trial, and Mr. Gentry had told me 
that they had some information that an effort was being made to get 
this witness, this woman witness, to make a statement repudiating the 
testimony she had given at the trial of Zamloch. Mr. Gentry asked 
me if I would produce to the grand jury certain witnesses that he 
desired to have testify in the matter, and I said I would, and I di- 
rected Mr. Karesh and Mr. O’Gara, who had tried the Zamloch case, 
to present all the evidence that Mr. Gentry could produce in regard 
to this witness tampering charge. A number of witnesses were pro- 
duced and the investigation dragged along for a considerable period. 
The grand jury, after we had submitted all our evidence, deliberated 
for some time on the matter, and were unable to apparently agree 
among themselves. They didn’t vote any indictment, neither did they 
ignore the charge. Their term was expiring and they asked that they 
be held over to complete it, and they expressed a desire that the 
Federal Bureau of Investigation enter the investigation. 

Later, after I had wired the Attorney General requesting that the 
Federal Bureau of Investigation make an investigation or inquiry 
into the matter, Tom DeWolfe, who is an Assistant Attorney General, 
came into the office on some other matter. He came out from Wash- 
ington fo argue some other matter before the court of appeals, and he 
stated that he had been delegated by the Attorney General to take the 
matter up with Mr. Seward, who was the foreman of the grand jury, 
and he had a conference with Mr. Seward in regard to the matter. I 
was not present and don’t know what occurred, and I don’t know what 
recommendation Mr. DeWolfe made to the Attorney General. 

However, I learned later—I was about going out of office—that the 
FBI entered and did make an investigation of the matter. But I never 
saw their reports and knew nothing further about it, except by hearsay. 

Mr. DeWrnp. Mr. Hennessy, when the Seward grand jury was ex- 
tended in November of 1950, and recommended an FBI investigation, 
did you take the position then that no FBI investigation was war- 
ranted ¢ 

Mr. Hennessy. I never took any position at all. 

Mr. DeWinp. On November 2, 1950, did you not in writing state that 
“in the absence of additional pertinent facts being developed in con- 
nection with the Zamloch case, no further action is contemplated 
by my office, and no investigation is being requested of the Bureau” ? 
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Mr. Hennessy. Did I write that? 

Mr. DeWrnp. Yes. 

Mr. Hennessy. I don’t recall ever writing such a letter. 

Mr. DeWrnp. Mr. Hennessy, I show you an office memorandum to 
Mr. Peyton Ford, Deputy Attorney General, from the Director of the 
FBI, dated March 28, 1951, on the subject of Archer Zamloch, et al., 
obstruction of justice, and I call your attention to a quotation attrib- 
uted to you at the bottom of page 2. 

Mr. Hennessy. No such statement was ever made by me. 

Mr. DeWrnp. No such statement was ever made by you? 

Mr. Hennessy. No such statement was ever made by me. 

Mr. Kran. To make the matter clear, Mr. Counsel, what was that 
memorandum? Whom was it from and who wrote it ¢ 

Mr. DeWrnp. This is the memorandum identified as a memorandum 
from the Director of the FBI to Mr. Peyton Ford, Deputy Attorney 
General, dated March 28, 1951. In this memorandum it is stated that 
United States Attorney Frank J. Hennessy, on November 2, 1950, ad- 
vised as follows: 

In the absence of additional pertinent facts being developed in connection 
the Zamloch case, no further action is contemplated by my office and no investi- 
gation is being requested of the Bureau. The grand jury has examined all wit- 
nesses recommended by the Narcotics Division and my office, but have been 
unable to develop sufficient facts for an indictable offense. The newspaper 
publicity developed in this case by Dick Hyer has caused the grand jury to make 
this resolution. 

Mr. Hennessy. I never made any such statement. 

Mr. DeEWinp. This is in quotation, and this memorandum is from the 
FBI to Deputy Attorney General Peyton Ford. 

Mr. Hennessy. I never made any such statement and never men- 
tioned Mr. Hyer’s name to anybody. 

Mr. Kean. Was anybody in your office entitled to sign your name to 
letters to Washington or memoranda ? 

Mr. Hennessy. No, I signed all my own names, Mr. Congressman. 

Mr. DeWinp. Did you at or about this time, Mr. Hennessy, or be- 
tween then and March 1951, have a conversation with Mr. Kimball in 
which you stated that you did not think that any FBI investigation 
should be made? 

Mr. Hennessy. No; I never did. I sent him a written letter re- 
questing it, and he called to see me and he stated the policy of the 
FBI in regard to those investigations, and he asked me about the 
case, and I said that we had presented all the evidence that we could 
to the grand jury in the matter, and that the grand jury apparently 
had not arrived at any conclusion but were very desirous of the FBI 
entering the investigation, that they thought the FBI could do a 
better job of investigating than had been done in the case. 

Mr. Kimball asked me if I had any additional evidence and I said 
no, I had not additional evidence. He asked me if I could give them 
any leads, and I said no, all I could do was to furnish them with a 
transcript of the evidence that had been submitted to the grand jury, 
and they could examine it and possibly they could get some ae 
out of that transcript. That is the extent of my conversation with 
Mr. Kimball. 

Mr. DeWinp. Mr. Hennessy, on January 15, 1951, do you recall 
did you appear before the Seward grand jury in connection with 
this matter ! 
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Mr. Hennessy. I don’t remember the date. I remember appearing 
before them on one occasion. That is possibly the date. I don't 
recall the date. 

Mr. DeWinp. Did you at that time advise the Seward grand jury 
in substance or effect that there was going to be no FBI investigation 
of this? 

Mr. Hennessy. No; I never advised them that. As a matter of 
fact, I wrote a letter in which I joined the grand jury in requesting 
the FBI to make an investigation. You can produce that letter. 
And also I sent a telegram to the Attorney General requesting such an 
investigation. I also invite you to produce that telegram. 

Mr. DeWrnp. Last Saturday, Mr. Hennessy, Mr. Seward testified 
here that on January 15, 1951, when you appeared before the Seward 
grand jury, you stated that there would be no FBI investigation, 
and that he, Mr. Seward, said to you, “That is a matter we will decide, 
Mr. Hennessy.” 

Mr. Hennessy. That statement is absolutely, unequivocally false. 
Mr. Seward evidently knew it when he made it, too. 

Mr. DeWrnpv. Mr. Seward stated here in his testimony on Satur- 
day, and I read from the transcript, page 1260, volume 8, of the trans- 
cript of the proceedings of the committee in San Francisco, dated 
February 16, 1952: 

Now, then, after that, net having had any answer to the inquiries that we 
had made from November 1 to January 15, we then called a meeting. I called 
a meeting on the telephone. We came up here. It was supposed to be an 
unauthorized meeting. That was very upsetting to Mr. Hennessy. He came 
into the room and made the remark, among other things, that it was an unau- 
thorized meeting, and we were not going to get paid for it, which didn’t set 
very well with the jurors, I assure you. 

Mr. Byrnes. Mr. Hennessy said that? 

Mr. Sewarp. Yes. That there was going to be no investigation, no investiga- 
tion was needed, it wasn’t called for. He had been over the evidence, no new 
evidence. 

Mr. Hennessy. That latter part is absolutely false. It is true that 
the grand jury had not been called into special session because there 
was nothing to present to the grand jury. We had presented all the 
evidence submitted by the investigators of the Narcotics Bureau. We 
had no other evidence to produce. Every time a Federal grand jury 
is called into session, it costs about $170. There are 23 members of 
the grand jury and I believe each receives $7 and mileage for attend- 
ance at a meeting. Therefore, I would not call any grand jury into 
session unless I had some business to present to them. 

The question of whether the FBI would enter into the investigation 
was up inthe air. The FBI had up to that time declined to enter into 
the investigation. The members of the grand jury under the order of 
Judge Roche were to be convened upon an order of the district court, 
or an order of the United States attorney. Neither Judge Roche nor 
myself had called the grand jury into session. The grand jurors came 
into the building and a request was made through one of the clerk- 
stenographers in the office to me that they desired to use the grand 
jury room and I told the young lady to open the door for them and to 
permit them to use the grand-jury room. 

They convened in the poceins 2 t room and asked me to be present, 
which I did, and I told them at that time that they could not legally 
transact any business because the meeting was an informal one, had 
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not been regularly called by the district judge or by the United States 
attorney, and I said, “However, if you desire to have a meeting, I will 
arrange so that you can have a regular meeting.” And they then re- 

quested me to have the transcript of the testimony previously taken in 
this witness-tampering case written up by the reporter, and a résumé 
of the evidence had been given by Mr. O’Gara or Mr. Karesh who had 
presented the matter. I then in the presence of the grand jury di- 
rected that they have a transcript of the testimony written up by the 
reporter, and that O’Gara and Karesh give the grand jury a résumé 
of the testimony and read to the grand jury any portions of the testi- 
mony that they desired. 

That was later done. The grand jury held a number of regular 
meetings, and I am informed that Mr. O’Gara and Mr. Karesh gave 
them a résumé of the testimony that had been previously taken. That 
is what happened at that meeting. There was nothing said by me that 
there would be no investigation. 

Mr. Kean. You did tell them that they would not be paid? 

Mr. Hennessy. I told them that the meeting was irregular, that 
they could not legally transact any business, and that they would not 
be paid for their ‘attendance at that meeting. Subsequently, they had 
numerous meetings. 

Mr. Kean. As far as that was concerned, at that time Mr. Seward 
spoke the truth ? 

Mr. Hennessy. He quoted the truth there; yes. 

Mr. Kean. You say he did not in the other matter? 

Mr. Hennessy. I think it was a mistake on his part if he told the 
truth. 

Mr. Byrnes. I did not get that last. 

Mr. Hennessy. I said I think it is a mistake on Mr. Seward’s part 
if he told the truth. I would be surprised. 

Mr. Byrnes. In other words, any time he did tell the truth before 
us, it was done inadvertently ? 

Mr. Hennessy. Very likely on Mr. Seward’s part; yes. 

Mr. Byrnes. In other words, you contend here that his testimony 
for the most part has been false testimony ¢ 

Mr. Hennessy. Fabrication and the result of hallucinations. I 
think the man is suffering from some mental disorder. 

Chairman Kine. What is that again? 

Mr. Hennessy. I say as a result of hallucinations. I think the man 
is suffering from some mental disorder. 

Mr. Kean. How about the FBI, when they quoted you; were they 
suffering from a mental disorder, too? 

Mr. Hennessy. I have no comment to make about the FBI. My 
relations with the FBI have always been very friendly. ‘They are a 
very efficient organization, and I ‘look back with pleasure to having 
been associated with them in many cases. But that portion which has 
been read by the attorney here is absolutely false. 

Mr. Kean. You do not think Mr. Hoover has a mental disorder? 

Mr. Hennessy. Mr. Hoover had nothing to do with it. Mr. Hoover 
I have high regard for. 

Mr. Kran. Do you think that the immigration official who seems 
to have given some testimony a little different than what your recol- 
lection is was suffering from a mental disorder ? 
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Mr. Hennessy. I have no comment to make. 1 am not competent 
to pass on that, Mr. Congressman. 

Mr. Byrnes. Are you competent to pass on Mr. Seward? 

Mr. Hennessy. Yes; I think so. I can pass on that. 

Mr. DeWinv. Mr. Hennessy, have you some foundation and expe- 
rience and evidence to back up this conclusion of yours you have just 
stated here ¢ 

Mr. Hennessy. What is that? 

Mr. DeWrnp. Your conclusion about Mr. Seward. 

Mr. Hennessy. Oh, no. I am not offering any evidence. It is 
just a personal opinion. 

Mr. DeWrnp. I assume you do not lightly arrive at such personal 
opinions which you testify to here? 

Mr. Hennessy. No; I don’t lightly arrive at my opinion. 

Mr. DeWrnp. Can you tell the committee on what basis you arrive 
at this conclusion ? 

Mr. Hennessy. No; I don’t care to discuss that part. 

Mr. DeWrnv. Mr. Hennessy, let me show you the concluding para- 
paragraph on the FBI report that I just referred to of March 28, 
1951. 

Mr. Kean. The committee will recess for 10 minutes. 

(Short recess. ) 

Mr. DeWrnp. Mr, Hennessy, having shown you this report I would 
now like to ask you whether orally or in writing you ever stated to 
any representatives of the FBI that in substance or effect your view 
was that there should be no FBI investigation. 

Mr. Hennessy. I never stated there should be no investigation. I 
stated that I had presented to the grand jury all the evidence that I 
could, and they asked me if I had any additional evidence. I said no. 

They asked me if I had any leads, and I said no. 

I told them that I would furnish them the transcript of the pro- 
ceedings before the grand jury and let them examine it, that they 
might get some leads out of it. I told them that the grand jury was 
very anxious that they end the investigation. 

Mr. DeWrnp. I am sorry, I could not hear. 

Would you read the last part of the answer, Mr. Reporter, please? 

(The record was read by the reporter.) 

Mr. Hennessy. That they end the investigation, that they thought 
the FBI could do a better job than had been done by the narcotics 
agents. 

Mr. Kran. To whom did you make that statement? 

Mr. Hennessy. I made that statement to Harry Kimball, the 
Director of the FBI. 

Mr. Byrnes. Do I understand that you are saying that you never 
told them that you did not believe that an investigation was neces- 
sary? 

Mr. Hennessy. No; I never told them that. 

Mr. Byrnes. You never told them that? 

Mr. Hennessy. No. 

Mr. Byrnes. At no time? 

Mr. Hennessy. I told them the facts about presenting the case, 
that we had no further evidence. 

Mr. Byrnes. You never expressed the opinion that an investiga- 
tion was unnecessary ; in fact, inadvisable? 
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Mr. Hennessy. I never expressed that opinion. 

Mr. DeWrnp. Did you suggest or recommend to Mr. Kimball that 
the FBI should review the transcript of the grand jury proceedings? 

Mr. Hennessy. I suggested that I would make available to them 
the transcript and they could review it, and they might get some leads 
out of that. 

Mr. DeWinp. Did you suggest that they should provide you with 
a report stating that they had made such a review and that no indic- 
table offenses had been located in the review ? 

Mr. Hennessy. No; I never made any such statement as that. 

Mr. DeWinp. Did you say to Mr. Kimball or to anybody else that 
if they gave you such a report you would then read it to the grand 
jury and recommend the dismissal of the grand jury ¢ 

Mr. Hennessy. No; no such statement was ever made at any time 
or any place. 

Mr. DeWrnp. Mr. Chairman, I would suggest that at this point 
a memorandum of March 28, 1951, from the Director of the FBI to 
Mr. Peyton Ford be made a part of the record. 

Chairman Kine. If there is no objection, that will be the order. 

(The information referred to is as follows :) 


OrFrice MEMORANDUM—UNITED STATES GOVERNMENT 


Marcu 28, 1951. 
To: Mr. Peyton Ford, Deputy Attorney General. 
From: Director, FBL. 
Subject : Archer Zamloch et al., obstruction of justice. 

Reference is made to your memorandum dated March 14, 1951 (Depart- 
ment file 12-11-226), setting forth the contents of a telegram received by the 
Criminal Division from United States Attorney Frank J. Hennessy, San Fran- 
cisco, Calif., and requesting the Bureau to conduct an investigation into cap 
tioned matter. From a review of this memorandum it is apparent that United 
States Attorney Hennessy has not fully informed the Department of the pertinent 
developments in this case and therefore the following summary has been pre- 
pared for your edification. 

A review of the Bureau file in this matter reflects that the Narcotics Division 
of the Treasury Department conducted an investigation of Marie Marlowe, 
Paul Steffens, and Albert Benevedes which resulted in their eventual indict- 
ment and conviction on narcotics charges. During the course of this investi- 
gation, it was ascertained that Archer Zamloch, the attorney for Marie Marlowe, 
had, for a fee, willfully attempted to have Marie Marlowe assume all responsi- 
bility for the charges against the three. The Narcotics Division investigated 
this matter and on June 28, 1950, Zamloch was indicted on a charge of bribery 
and obstruction of justice. On August 1, 1950, Assistant United States Attorney 
O’Gara, San Francisco, requested our San Francisco office to conduct an investi- 
gation into the background of Zamloch and a private detective associated with 
him, and to conduct a jury panel investigation. Pursuant to your subsequent 
request, the Bureau conducted this jury panel investigation. On this occasion 
Assistant United States Attorney O’Gara was advised that in view of the fact 
that the Narcotics Division had already conducted extensive investigation into 
the Zamloch case, the Bureau would not conduct the investigation of Zamloch 
and his associate requested by him. The foregoing information was furnished 
to Assistant Attorney General James M. McInerney in a memorandum dated 
August 3, 1950. In the absence of a request from the Department, no investiga- 
tion was conducted concerning Zamloch and his associate. 

On August 28, 1950, Archer Zamloch was tried and convicted in Federal dis- 
trict court, San Francisco, Calif., on charges of bribery and obstruction of 
justice, and received a sentence of 3 years. Louise Haller, Zamloch’s secretary 
and a notary public, was one of the principal Government witnesses at the trial. 
The Narcotics Bureau conducted the investigation of this matter. 

On September 27, 1950, Assistant United States Attorney O’Gara advised the 
San Francisco office that he had received information from internal revenue 
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agents that Louise Haller had informed them that on August 25, 1950, she had 
received an anonymous telephone call advising her to see the picture “DOA” 
which deals with the death of a notary public and bad received another anon- 
ymous telephone call on September 26, 1950, instructing her to “keep your mouth 
shut and keep away from Hyer if you want to stay healthy.” Haller had been 
interviewed on September 25, 1950, by Dick Hyer, a newspaper feature writer, 
San Francisco Chronicle, who had written a series of articles on the Zamloch 
trial. Haller also told internal revenue agents that on several occasions since 
August 29, 1950, she had been followed by an unidentified man. Assistant 
Attorney O'Gara requested the San Francisco office to conduct an inves- 
tigation of the alleged threats to Haller. The San Francisco office was instructed 
to advise Assistant United States Attorney O’Gara that the Bureau would not 
conduct the investigation requested by him due to the fact that the Narcotics 
Division of the Treasury Department had conducted extensive investigation of 
the entire Zamloch matter and therefore that agency was in a better position 
to handle instant matter due to its familiarity with the background of the case 
and the individuals involved. This information was furnished to the Depart- 
ment in a memorandum dated October 2, 1950, directed to Assistant Attorney 
General James M. McInerney. No reply was received from the Department to this 
memorandum and the Bureau did not conduct any investigation. The Narcotics 
Division and the Federal grand jury at San Francisco have investigated this 
allegation, but no indictable offense has been discovered. 

On November 1, 1950, Assistant United States Attorney O’Gara advised that 
the Federal grand jury, San Francisco, Calif., had returned a resolution request- 
ing further investigation of the facts growing out of the Zamloch case and 
recommended that the FBI or other appropriate agency handle this matter. 
United States Attorney Frank J. Hennessy on November 2, 1950, advised as 
follows: 

“In the absence of additional pertinent facts being developed in connec- 
tion with the Zamloch case, no further action is contemplated by my office 
and no investigation is being requested of the Bureau. The grand jury 
has examined all witnesses recommended by the Narcotics Division and my 
office, but have been unable to develop sufficient facts for an indictable 
offense. The newspaper publicity given this case by Dick Hyer has caused 
the grand jury to make this resolution.” 

In view of United States Attorney Hennessy’s opinion, no investigation was 
conducted by the Bureau. 

The San Francisco office advised that in a letter dated February 2, 1951, 
Attorney Hennessy stated that the grand jury had passed a_ resolution 
requesting that the Bureau conduct an investigation into the Zamloch case. On 
this occasion, the San Francisco office was instructed to advise Hennessy that the 
sureau would not conduct the requested investigation for the reasons previously 
stated. On February 8, 1951, a memorandum was directed to Mr. James M. Mc- 
Inerney, Assistant Attorney General, and the foregoing information was fur- 
pished to him. In this memorandum, information was set forth to the effect that 
United States Attorney Hennessy had previous advised the Bureau that no inves- 
tigation was warranted in this matter. 

On February 12, 1951, Mr. James M. McInerney advised the Bureau of the 
receipt of the request from United States Attorney Hennessy and requested that 
the Bureau conduct the investigation in question. By memorandum dated Feb- 
ruary 20, 1951, Mr. James M. McInerney was advised that the Bureau had previ- 
ously sent a memorandum concerning this request of Hennessy to him and that 
perhaps he had not had the advantage of this memorandum at the time his 
memorandum dated February 12, 1951, was prepared. 

On March 6, 1951, Assistant United States Attorney O'Gara advised the San 
Francisco office that the Federal grand jury had instructed United States Attor- 
ney Hennessy to request the Attorney General to cause an investigation to be 
made by the Bureau. 

On March 12, 1951, United States Attorney Hennessy was recontacted and 
he stated that he had no specific recommendation to make as to what additional 
investigation could be made in this matter and that no information has been 
received which would warrant an investigation at this time. He reiterated 
that the grand jury had heard all the witnesses that the Narcotics Division 
and his office could recommend as having information of pertinence to this case, 
but that these witnesses had been exhausted and no indictable offense had been 
developed. He advised that the grand jury had no recommendation as to what 
additional inquiries could be made or as to what facts they desired proved or 
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disproved. Hennessy suggested that the Bureau review the transcript of these 
hearings conducted by the grand jury and furnish him with a report reflecting 
that such a review had been made and that no indictable offense had been located 
therein. Hennessy stated he would read this report to the grand jury and 
recommend its dismissal or if the Department would furnish him with a notifica- 
tion to the effect that the FBI would not conduct any investigation he would 
recommend that the grand jury be dismissed. It is obvious that the suggestion 
of Hennessy for the Bureau to review the transcript is not a function that should 
be performed by the Bureau but rather is clearly within the province of the 
United States attorney's office and it is therefore not the intention of the Bureau 
to review this transcript. 

Senior United States District Judge Michael Roche, San Francisco, Calif., was 
also contacted on March 12, 1951, at which time he advised that he was in com- 
plete agreement with the Bureau's position on this matter but that in view of 
the fact that Assistant United States Attorney O’Gara had made the original 
request for the continuance of the grand jury to look into this matter, he could 
not dismiss the grand jury unless he obtained a statement from the United States 
attorney’s office to the effect that all necessary and desired investigation had 
been conducted and presented to the grand jury and no indictable offenses found. 

Upon receipt of your request for investigation dated March 14, 1951, the agent 
in charge of our San Francisco office was instructed to recontact United States 
Attorney Hennessy and ascertain the nature of the investigation he desired con- 
ducted. United States Attorney Hennessy reiterated the statements he made on 
March 12, 1951, which are set out above. 

In conclusion, it should be noted that the Narcotics Division of the Treasury 
Department has already conducted an extensive investigation into the entire 
Zamloch case; United States Attorney Hennessy has stated that in his opinion 
there is no justification or need for additional investigation into this matter 
the grand jury has already ex: imined every witness that the Narcotics Division 
and the United States attorney's office could suggest without uncovering an 
indictable offense ; the grand jury has no recommendation as to what additional 
inquiries could be made or as to what facts they desired proved or disproved; and 
Senior Judge Michael Roche agrees that an investigation on the part of the 
Bureau is unwarranted. From a review of the foregoing factors, it is obvious 
that United States Attorney Hennessy has not been forthright in presenting the 
facts in this case to you and is unwilling to assume ,the responsibility for the 
dismissal of the grand jury, which responsibility is clearly his. Under these 
circumstances and in the absence of evidence of a violation which is under our 
jurisdiction, the Bureau does not intend to comply with Hennessy’s request for 
an investigation in this matter. 

Mr. Byrnes. Could I ask this, Mr. Chairman: Is it your thought 
that that can be made a part of the public record of this proceeding? 

Mr. DeWrnp. That was what I was proposing. 

Mr. Byrnes. I wonder if it would not be advisable to read into the 
record at this time, then, at least that last paragraph of the memoran- 
dum, the “in conclusion” paragraph ¢ 

Mr. DeWinpv. Mr. Chairman, it would be my view that to read only 
the one paragraph here would not give a fair impression of the total 
report, that either the total report should be read or it should just be 
placed in the record. 

Mr. Byrnes. I think that under those circumstances I will with- 
draw my suggestion. 

Chairman Krne. Very well. 

Mr. DeWrnp. Mr. Hennessy, Mr. Seward testified here on February 
16 that at this January 15 meeting of the grand jury that you attended 
in connection with the FBI investigation : 

We informed him that that was for us to decide, that we were the ones that 
had heard the witnesses, that he had not been in the jury room during the entire 
proceedings, and that we felt there was a very definite need, and had been so 
advised by our counselors, Mr. Karesh and Mr. O'Gara, that there was a very 
definite need for an FBI investigation, and we were insisting upon it, and we 
decided we were going to have it. And we had quite a bit of a tussle, which 
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possibly lasted about 5 minutes, and finally Mr. Hennessy gave way abruptly and 
turned and said, “Charlie, can you give these people what they want?” 

Mr. Hennessy. There was no tussle. The grand jury requested me 
to have the transcript taken in relation to this wire-tapping case, or 
this witness-tampering case, be written up, and that Mr. O’Gara and 
Mr. Karesh give them a résumé of it, and I directed that. 

There was no tussle, no acrimony at all. 

Chairman Kine. At this point, Mr. Hennessy, you have stated your 
opinions today concerning the mental condition or the veracity of 
Mr. Seward, and inasmuch as you cannot furnish corroborative evi- 
dence or material to support your opinion, of course, the committee, 
as you know, would not be interested or would take no action or have 
it seriously considered. 

Proceed, Mr. Counsel. 

Mr. DeWinp. Mr. Hennessy, prior to your resigning as United 
States attorney, had you heard ; 

Mr. Hennessy. I retired, Mr. DeWind. 

Mr. DeWrtnp. I beg your pardon. 

Mr. Hennessy. I didn't resign ; I retired. 

Mr. DeWinp. Prior to your retirement, Mr. Hennessy, had you 
heard anything concerning this so-called bill of particulars, or charges 
against personnel of the collector’s office? 

Mr. Hennessy. Not at all, no. 

The only case we had involving the Internal Revenue was that Moun- 
tain Copper Co. case, and we had that investigated and presented to 
the grand jury, and indictments were returned, and the case is now 
on trial in this building, in the United States district court. 

I had no knowledge whatsoever of the bill of particulars, or any 
other case involving the Internal Revenue. 

Mr. DeWrnp. Mr. Hennessy, it was during your term as United 
States attorney that the first Schino indictment was brought, was 
it not? 

Mr. Hennessy. Yes. 

Mr. DeWinpv. Which, as I recall, charged Schino with a conspiracy 
to defraud the United States? 

Mr. Hennessy. I don’t recall the details of it. I know it was dur- 
ing my incumbency that Schino was indicted here. 

Mr. DeWrnpv. Recently Mr. Schino has been indicted for perjury. 

Do you know why Mr. Schino was not indicted for perjury at that 
time, as well as for conspiracy ? 

Mr. Hennessy. I do not. I am not familiar with it. 

Mr. DeWrnp. Was that matter discussed by you while you were 
United States attorney? 

Mr. Hennessy. The question of perjury? 

Mr. DeWrnp. Yes. 

Mr. Hennessy. No; it was never discussed. 

Mr. DeWinp. Was not the information concerning the perjury 
matter part of the record that had been received in your office at that 
time? 

Mr. Hennessy. I don’t recall that. Those reports were handled by 
Mr. Campbell largely—Walter Campbell—and I don’t recall even 
reading the reports on the Schino case. 

Mr. DeWrnp. You have no knowledge? 
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Mr. Hennessy. No; I have no knowledge. The prosecution was 
handled largely by Walter Campbell. 

Mr. DeWinp. And the bringing of the indictments was not par- 
ticipated in by you in any wat 

Mr. Hennessy. No; it was assigned to McMillan. It was an in- 
ternal revenue case, and he and Walter Campbell handled the case and 
presented it the grand jury, and obtained the indictment. 

Mr. DeWrnp. I have no further questions, Mr. Chairman. 

Chairman Kine. Mr. Kean. 

Mr. Kean. Mr. Hennessy, there was some testimony about the fact 
that certain records were subpenaed and that Mr. McMillan was sub- 
penaed—a rather unusual way for a grand jury to behave. 

Would you have made this file that was subpenaed available to the 
grand jury if they had merely requested it? 

Mr. Hennessy. That was on the 11th of May, the meeting on the 
lith of May. I had no knowledge that the Seward grand jury was 
going to meet on the 11th of May. 

Mr. Tramutolo had arranged for his installation on the following 
Monday, which I believe was the 14th of May. , 

The 11th of May, which was Friday, I went to Yosemite Park over 
the weekend. I left my home at Los Altos about 8 o’clock in the 
morning of May 11, had no knowledge that this grand jury was meet- 
ing, and first learned about the meeting and the indictment that he 
attempted to bring from the newspapers when I returned home on 
Sunday night. 

As to whether or not I would have presented the file, I don’t really 
know. I never discussed it. The meeting was an irregular meeting, 
as far as 1am concerned. I never called the meeting, and I doubt if 
any judge of the courts called the meeting. 

urthermore, the Seward grand jury in the order extending their 
tenure were limited to this witness-tampering case. They had no 
authority to examine any other matters, so I don’t know whether— 
probably I would have produced it, but I don’t think the jury had 
any right to consider the internal revenue cases at that time, because 
that grand jury was limited in its scope. 

Mr. Kean. There was no reason why there would be any objection to 
them, in your mind, seeing the file? 

Mr. Hennessy. Personally, I see no reason why the file shouldn’t 
be produced. It is a public record. 

Mr. Kean. Did you at any time tell Mr. McMillan not to bear down 
in this case? 

Mr. Hennessy. In which case is that? 

Mr. Kean. That was the MacInnis case. 

Mr. Hennessy. MacInnis, no, I never did. I never interfered in 
that case in any way. 

The case arose out of some mortgages that were executed by a fel- 
low named Paul Steffen, and the evidence developed in the course of 
the Zamloch trial, and when I learned about it I directed McMillan, 
it being an internal-revenue matter and possible evasion of tax, to have 
the matter investigated. 

And McMillan communicated with Walter Campbell, who was the 
prosecuting attorney for the Intelligence Unit, and the investigation 
was started under way. 
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I at no time interfered in any way with the investigation. I never 
made any suggestion as to who should be indicted, never interfered 
in any way. ‘Tnever saw the reports, even, of the investigation. 

Mr. Campbell presented the matter to the grand jury, and some 
eight persons were indicted. 

"That grand jury didn’t indict MacInnis, but later he was indicted by 
another grand jury. 

I never at any time had any conversation about the conduct of the 
case toward MacInnis. 

Mr. Kran. Nobody at any time asked you to not bear down on that 
case ¢ 

Mr. Hennessy. No, nobody ever interfered at all or asked me not 
to bear down. 

Mr. Kean. Nobody in the Department ? 

Mr. Hennessy. Nobody i in the Department. 

Mr. Kean. Or no political figure who was a friend of yours at 
any time asked you not to be: ir down on the case? 

Mr. Hennessy. No political figure ever asked me not to bear down. 

Mr. Byrnes. Do I understand you did not particularly concern 
yourself with the MacInnis case ¢ 

Mr. Hennessy. I concerned myself to this extent. Mr. McMillan 
from time to time would discuss how the investigation was progress- 
ing and at times brought in agents who were working on it. It was 
quite a protracted investigation, because it involved a great number 
of persons. ‘There were about 8 or 10 people. And, furthermore, 
it was necessary that the Government be able to establish that Paul 
Steffen owed income tax, and that required quite an investigation. 

I believed they finally proceeded on the net-worth theory to es- 
tablish that he was in arrears on his income tax. But I never inter- 
fered in any way with it. When the case was ready for presentation 
to the grand jury, MeMillan told me that he had the case ready, 
and they were going to present it. 

At that time the Seward grand jury’s term had expired. Under 
the rules of the United States district court in this district we have 
three grand juries during the year. One is impaneled on the first 
Monday of March, another on the second Monday of July, and the 
third on the first Monday in November. When the reports came in 
on this mortgage case in which MacInnis was involved, the Seward 
jury’s tenure had expired, and Judge Roche had extended it for the 
sole purpose of finishing that witness-tampering case. So the case 
could not be presented to the Seward grand jury properly, and I 
told McMillan to present it to the grand jury that was impaneled 
in November, and the case was presented. 

I understand Mr. Campbell presented it. McMillan may have been 
present. But I know Campbell was the active person and he tried 
the case when it was tried in the United States district court. 

Mr. Kean. When a grand jury is dismissed, it is, of course, dis- 
missed by the court? 

Mr. Hennessy. Yes. 

Mr. Kean. By the judge, that is, 

Mr. Hennessy. Yes. 

Mr. Kran. Do they ask for recommendations from your Depart- 
ment as to whether they should dismiss the grand jury or not ? 
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Mr. Hennessy. No, I don’t think it is the custom. I think the court 
acts on its own initiative. 

Mr. Kean. Without any consultation at all? 

Mr. Hennessy. Yes. In this particular case, I think O’Gara and 
MeMillan accompanied the grand jury down to Judge Roche’s court- 
room, and I think they joined in the request that the tenure of that 
jury be extended for the purpose of completing the hearing of the 
witness-tampering case. 

Mr. Kean. I am talking about July 5 when they were finally dis- 
missed, 

Mr. Hennessy. I had nothing to do with that. I was out of office. 

Mr. Kean. You were out of office ? 

Mr. Hennessy. I was out of office. I had nothing to do with that 
x had any knowledge of it? 

Mr. Kean. But in the past the judges did not consult you when they 
decided that they would dismiss a grand jury ? 

Mr. Hennessy. No. I don’t recall any occasion. 

Mr. Kean. You don’t recall any case when they ever did. 

Mr. Hennessy. They never consulted me personally; no. 

Mr. Byrnes. Returning momentarily to the handling of the Davis 
case, Mr. Hennessy, did I understand you to say that you did not be- 
lieve the fact that six out of the nine cases in which Mr. Davis was 
involved had outlawed by June 1950, that that weakened the case 
at all? 

Mr. Hennessy. I don’t think it weakened it; no. I don’t remember 
how many were outlawed. Iam not familiar with that. 

Mr. Byrnes. I think the testimony before this committee was that 
by the time the case came to trial, there were only three out of nine 
cases left. 

Mr. Hennessy. I don’t think it weakened the case. 

Mr. Byrnes. Are you familiar with the evidence in each of the 
nine cases ¢ 

Mr. Hennessy. No. 

Mr. Byrnes. You would not know, then, whether the evidence 
might have been stronger in some of the cases that were outlawed than 
the evidence in the cases that still remained ¢ 

Mr. Hennessy. It is possible. I am not familiar with it, Mr. 
Byrnes. 

Mr. Byrnes. You have testified that you never saw the letters writ- 
ten by the Immigration Service calling attention to the fact that 
these cases were outlawing. 

Mr. Hennessy. The letters went over my desk undoubtedly and 
were referred to the assistant. But I don’t recall the details of the 
letter. 

Mr. Byrnes. Do you recall whether you ever instructed your as- 
sistant to take any particular action in answer to those letters ! 

Mr. Hennessy. | never pe them any particular instructions in 
regard to the outlawing. I discussed it with Bonsall and he assured 
me that there were other cases that would admit of prosecution even 
though some of them were barred by the statute. 

Mr. Byrnes Did you ever talk to Mr. Gowen about this case ¢ 
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Mr. Hennessy. I don’t recall talking to Mr. Gowen. He was 
around the office, but I don’t know whether he was around this period 
when these passport cases were pending. 

Mr. Byrnes. You do not recall ever discussing with him whether 
or not you should proceed to bring this matter before a grand jury? 

Mr. Hennessy. I don’t recall having any conversation with Mr. 
Gowen about it. 

Mr. Kean. Did a heavy mail pass over your desk ? 

Mr. Hennessy. Yes; very heavy, Mr. Congressman. We have had 
a great volume of business. The business increased immeasurably 
during the past 10 years and the office is understaffed. 

Mr. Kean. So when letters came in on subjects that you had already 
referred to other subordinates of yours, perhaps you might not even 
read them, just say that is on that matter, and pass it right over? 

Mr. Hennessy. I would usually read them quickly, but forward 
them to the assistant for reply. 

Mr. Byrnes. When your attention was called to the fact that letters 
were not being answered, what did you do? 

Mr. Hennessy. I don’t recall any instance when my attention was 
called to that fact, Mr. Byrnes. If my attention was called to it, I 
would undouotedly instruct the assistant to answer the letter. 

Mr. Byrnes. The Immigration Service people, or Mr. Heckert has 
testified that he and Mr. Gowen attempted to get responses to their 
letters, and also to their verbal communications with you and with the 
office, but were unable to get any response. 

Mr. Hennessy. I had very few verbal communications with Mr. 
Heckert. I don’t recall any such instance. 


Mr. Byrnes. They wrote you a letter in January, advising that 
they had written and filed a report with you in September, but that 
no answer had been forthcoming. When you would get a letter of that 
kind, would you do anything to make sure at least that they got an 
answer to the letter? 

Mr. Hennessy. I would refer it to the assistant United States at- 
torney who was handling it, and a I would call his attention 


to the necessity of answering the letter. I don’t recall this particular 


instance. 

Mr. Byrnes. What was the general relationship of your office with 
the Immigration and Naturalization Service? 

Mr. Hennessy. The relation was oy 

Mr. Byrnes. Did they always have difficulty getting you to take 
a case to the grand jury that they felt needed prosecution ? 

Mr. Hennessy. I never heard of any complaints from them. 

Mr. Byrnes. This is the only case? 

Mr. Hennessy. This is the only case I recollect. I never heard 
any complaints from them. My relations with the Immigration were 
always pleasant. 

Mr. Byrnes. Even though you did not always agree with them as 
to who the proper witnesses were or who the proper interpreters were? 

Mr. Hennessy. I disagreed with them on the matter of the inter- 
preter. 

Mr. Byrnes. That is all, Mr. Chairman. 
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Mr. Kean. Were there many cases with the Immigration where 
people who had been prominent in political affairs were involved like 
this one? 

Mr. Hennessy. No. 

Mr. Kean. This case was somewhat unique in that a very prominent 
political figure was involved ? 

Mr. Hennessy. That is true. 

Mr. Kean. And that has nothing to do with the way the matter was 
handled ¢ 

Mr. Hennessy. Not as far as my office is concerned. No attempt 
or pressure or influence was used in the Davis case as far as my office 
was concerned. The only request Davis made in regard to the matter 
was when he heard it was going to be presented to the grand jury, he 
called at the office and asked that he be permitted to appear before the 
grand jury. I told him it wasn’t the practice of the Government to 
call persons under investigation before a grand jury, but that I would 
submit his request to the grand jury and see if they desired to hear 
from him. So I told Mr. Bonsall to advise the grand jury that Davis 
had requested that he be permitted to testify, which Bonsall did, and 
later reported to me that the grand jury decided that they did not 
care to hear from Davis. 

Chairman Kine. Mr. Hennessy, you are leaving the Government 
service under the statute ? 

Mr. Hennessy. Yes, I am 71 years of age. 

Chairman Kine. How long have you practiced law, Mr. Hennessy ? 

Mr. Hennessy. 51 years next November in San Francisco all the 
time. 

Chairman Kine. Just in your own fashion, Mr. Hennessy, describe 
as best you can what in your opinion caused this almost unprecedented 
situation involving, as it does, the Treasury Department, Bureau of 
Internal Revenue, and flowing over into the judicial branch to the 
extent it has. Give the committee the best you can in the way of 
estimation of how a thing like this could get so far out of control. 

Mr. Hennessy. Mr. Congressman, it is hard to estimate how it oc- 
curred. Mr. O’Gara was the son of an old friend of mine. I recom- 
mended him for appointment as an assistant United States attorney, 
and his services were satisfactory. The only criticism I have to make 
of him during my incumbency of the office is his behavior on the 11th 
of May when he attempted to present evidence of an internal revenue 
case to the Seward grand jury, I being absent from the office, Mr. 
McMillan, the chief assistant, was in charge of the office, and he should 
have been consulted by Mr. O’Gara, a if any presentation of an 
internal revenue case was made to the jury, it should have been by Mr. 
MeMillan. I am ata loss to explain Mr. O’Gara’s conduct in attempt- 
ing to present matters to the grand jury which he was not authorized 
to present. He must have been familiar it was an irregular proceed- 
ing. I can’t account for the situation, Mr. Chairman. 

Chairman Kine. Have you ever heard of a similar instance ? 

Mr. Hennessy. I have never heard of any similar instance. 

Chairman Kine. Will you concede that we as members of this com- 
mittee are left at least in a position that is not to be envied in reporting 
on such a situation? Reputations of men that have served a half 
century here have been endangered, completely in my opinion beyond 
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what evidence we have been able to adduce would warrant or justify, 
and I felt that somewhere, some place, there must be some sort of 
explanation. 

Mr. Hennessy. I can’t explain it. 

(The following letter was inserted in the record at this point by 
later order of the subcommittee :) 


FEDERAL BUREAU OF INVESTIGATION, 
UNITED STATES DEPARTMENT OF JUSTICE, 
Washington, D. C., February 21, 1952. 
Hon. Cecrn R. Krna, 
House of Representatives, 
Washington, D.C. 

My Dear ConGressMAN: I wish to direct your attention to the following 
erroneous statements made to your committee in San Francisco on February 18, 
1952, by Frank J. Hennessy, former United States attorney of San Francisco: 

1. Mr. Hennessy denied that he had ever stated that no FBI investigation 
was warranted in matters arising out of the Archer Zamloch case. 

2. Mr. Hennessy testified that he never made the statement to agents 
of this Bureau: “In the absence of additional pertinent facts being de- 
veloped in connection with the Zamloch case, no further action is contem- 
plated by my office and no investigation is being requested of the Bureau. 
The grand jury has examined all witnesses recommended by the Narcotics 
Division and my office but have been unable to develop any pertinent facts 
for an indictable offense. The newspaper publicity given this case by Dick 
Hyer has caused the grand jury to make this resolution.” 

A review of all of the available facts reflects that the foregoing statements 
which Mr. Hennessy now sees fit to disclaim actually were made by him. The 
three representatives of this Bureau who had contacted former United States 
Attorney Hennessy relative to this matter have been apprised of his testimony 
and all categorically declared that this information furnished to your committee 
by Mr. Hennessy is not correct. They advise that the results of their inter- 
views with Mr. Hennessy were correctly incorporated in this Bureau's memo- 
randum dated March 28, 1951, to the then Deputy Attorney General Peyton 
Ford, and that Mr. Hennessy did in fact make the statements attributed to him. 

I am taking this occasion to furnish this information with the request that it 
be made a part of the same record containing the above-mentioned inaccurate 
statements of Mr. Frank J. Hennessy. 

With expressions of my highest esteem and best regards, 

Sincerely yours, 

J. Epear Hoover. 


Chairman Kina. Is there anything further, Mr. Counsel? 

Mr. DeWrnp. No, sir. 

Chairman Kine. You may be excused, Mr. Hennessy. 

The committee will recess until 2 p. m. 

(At 12:20 p. m., a recess was taken until 2 p. m., the same day.) 


AFTERNOON SESSION 


Chairman Krye. Mr. Bonsall, will you be sworn, sir. Do you 
solemnly swear that the testimony you will give will be the truth, the 
whole truth, and nothing but the truth, so help you God? 

Mr. Bonsauu. Yes, sir. 

Chairman Kine. Be seated, please. 


TESTIMONY OF EDGAR R. BONSALL, ASSISTANT UNITED STATES 
ATTORNEY, NORTHERN DISTRICT OF CALIFORNIA 


Mr. DeWinp. Mr. Bonsall, what is your name, please? 
Mr. Bonsatz. Edgar R. Bonsall. 
Mr. DeWixp. What is your position ? 
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Mr. Bonsatw. Assistant United States attorney for the northern 
district of California. 

Mr. DeWrnp. As part of your assignment, you have jurisdiction 
over Immigration and Naturalization Service cases? 

Mr. Bonsauu. I have had charge of those cases for the last 7 years. 

Mr. DeWrnv. Mr. Bonsall, on September 12, 1949, the Immigration 
and Naturalization Service in a letter addressed to the Honorable 
Frank J. Hennessy transmitted a report concerning possible prosecu- 
tion of George T. Davis. 

Mr. Bonsatu. T am familiar with that letter. 

Mr. DeWinp. Was that letter referred to you? 

Mr. Bonsauu. I didn’t receive that letter until some time later. 
I would say it was in June of 1950. 

Mr. DeWrnp. Let me show you a photeat it of that, Mr. Bonsall. It 
bears the stamp, “Office of the U. Attorney, San Francisco, Cali- 
fornia, September 13, 1949, lutelied to” and then is written in 
“Bonsall.” . 

Mr. Bonsatu. I have seen the original of that letter. It is in our 
files. 

Mr. DeWrnp. Did you not actually receive that letter on September 
13 or thereabouts ? 

Mr. Bonsauu. No, I didn’t receive this letter until some time in June 
1950. 

Mr. DeWinv. When did you first hear of the existence of this report, 
Mr. Bonsall ? 

Mr. Bonsatx. I knew that the letter was going to be sent. The 
Immigration people told me that such a letter was going to be sent, 
and I knew that the letter had been sent. Just what date I knew about 
it, 1 can’t say. 

Mr. DeWrnp. Can you recall, was it some time before the end of 
1949 ? 

Mr. Bonsauyi. Yes, it was. You must bear in mind that there ~were 
325 of these cases, gentlemen, and I was discussing them constantly 
with the investigating officers, and fully in touch with everything that 
was going on. I didn’t know what was in this particular letter, of 
course, until after I had received it. A letter was sent from the Im- 
migration people along about June 23, 1950, referring to this letter, 
and in order to verify what was in the letter, I secured the letter 
from Mr. Hennessy. 

Mr. DeW inp. On January 20, 1950, Mr. Charles S. Kingsbury, dis- 
trict adjudications officer of the Immigration and Naturalization 
Service, addressed a letter to Mr. Hennessy in relation to the same 
matters. Are you familiar with that letter, Mr. Bonsall? That is 
January 20, 1950. 

Mr. Bonsauu. I believe I received that letter. I have a note on it 
here, “Received June 14, 1950.” 

Mr. DeWrnp. You say there is a note on the letter that you received 
it on June 14, 1950? 

Mr. Bonsatx. There is an initial and date in my handwriting there. 
I believe that is accurate, although I couldn’t be absolutely positive 
about it. But I believe that is accurate. 

Mr. DeWinp. Does that mean you never saw this letter until June 
14, 1950? 
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Mr. Bonsauu. I can’t say about that, but I know there was one letter 
that contained a summary of the whole passport fraud cases. It re- 
lated to all, particularly the Davis case, that I first received in June. 
My memory is rather hazy regarding this one, gentlemen, 1 may have 
received it. 

Mr. DeWrnpv. When, Mr. Bonsall? You say you may have re- 
ceived it, but when ? 

Mr. Bonsau. I couldn’t fix a date on that, gentlemen, definitely. 

Mr. Byrnes. Do you think you received it at the time it was sent 
to the United States attorney’s office. In other words, in January do 
you think you saw that? 

Mr. Bonsauu. The only letter that I recall that I didn’t receive defi- 
nitely is that one that was a summary dated in September 1949, which 
I received in June, and I asked for it and I didn’t have any trouble 
getting it. That is the only one I definitely recall. There are numer- 
ous gett, gentlemen, in these 325 cases, and it is pretty difficult to 
remember everything in a volume of work like that. 

Mr. Byrnes. This Davis case was a little different than the run-of- 
the-mill case. 

Mr. Bonsatu. Oh, yes, this Davis case was an important case, and 
was accorded considerable investigation. As a matter of fact, all of 
these cases were interwoven. There are only 19 of them in which 
Mr. Davis was interested. The other three-hundred-some-odd cases 
were of a different type. But even in these Davis cases, there were 
only 10 of them in which the investigation had actually been com- 
pleted. The others were open. Some of them have come in our port 
since this matter was determined. 

Mr. DeWrnp. What is the meaning of the “6-14-50” above your 
initials ? 

Mr. Bonsai. That would indicate that I received that letter on 
June 14, 1950, and it has my initials. 

Mr. DeWinp. Was it your practice to note on letters the date on 
which you received letters? 

Mr. Bonsaux. It was my practice in the case of important corre- 
spondence to note the date when it was received if it was otherewise 
than the approximate date when the letter was written. 

Mr. DeWinv. On June 9, 1950, there was a letter addressed to Mr. 
Hennessy, the third letter in this matter. Do you have the original 
of that letter? 

Mr. Bonsauu. Yes; I received that letter. I don’t know when. It 
doesn’t bear any notation as to when I received it. I did receive it, 
and I notice my action on each case is indicated after the name of 
each of the Chinese concerned. 

Mr. DeWrnp. That is the letter from Mr. Bruce G. Barber, district 
director of the San Francisco District of the Immigration Service? 

Mr. Bonsauu. That is correct, yes, sir. 

Mr. DeWrxp. What happened to these cases, Mr. Bonsall, between 
September 23, 1949, and June of 1950? 

Mr. Bonsautu. They were still being investigated. They were still 
in the course of investigation. As I said, there were 325 of these 
cases, and as I recall it, there were 55 of them in which the investiga- 
tions were actually completed. That is according to a report that 
was prepared at my request by the Immigration people, dated June 
27,1950. May I read from that? 
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Chairman Kine. You may. 

Mr. Bonsauu. I am reading from the last paragraph of this letter. 

Limitations of personnel have not permitted a full scale investigation of all 
these cases. This Service in cooperation with agents of the Department of 
State, has thus far been able to complete investigations only in those cases 
in which the holder of the certificate has appeared before this Service in con- 
nection with an application for admission into the United States and in other 
eases only where our investigations led us into contact with the holders of 
such certificate. Thus far only about 55 of the cases have been fully investigated 
and substantial evidence of fraud has developed in nearly every case investigated. 

That is referring apparently to the 55 cases. 

I won't read further from that report unless you desire it. I am 
prepared to go into the statistics regarding the Davis cases set forth 
in that letter of June 23, if you would like to have me, sir. 

Mr. DeWrnp. Mr. Bonsall, before we get to that, on January 20, 
when Mr. Kingsbury wrote, the last paragraph of his letter says: 

This information is furnished to you at this time in view of the fact that the 
statute appears to run on the oldest case in this group on February 11, 1950. 

Mr. Bonsaux. I am glad you brought that up. Mr. Kingsbury, I 
think, is a layman, I am not sure. But according to the view of 
our office, and in conformity with the Goldsmith case in the Supreme 
Court, it was our undestanding in the United States attorney’s office 
that the statute was suspended and that the statute in these cases 
would not have run until some time in December 1952, and that is 
the position we take in the Bridges case at the present time in the 
circuit court of appeals. 

Mr. Byrnes. When this matter was tried, though, before the court, 
in December of 1950, I understand 

Mr. Bonsauu. That is correct, Congressman. 

Mr. Byrnes. Did not the court rule that six out of the nine cases 
had outlawed ¢ 

Mr. Bonsatx. That is correct. 

Mr. Byrnes. And those six are mentioned in that letter of January 
as possibly outlawing, are they not ? 

Mr. Bonsauu. I don’t have the indictment before me, but I know 
that there are six Judge Fee ruled to be outlawed. 

Mr. Byrnes. Would you assume that they are probably the same 
cases that the Bureau of Immigration is referring to in that letter ’ 

Mr. Bonsauy. I think undoubtedly that is so, looking at the date 
of the offenses, according to that ruling. But that ruling is the only 
one of its kind that I know of up to that time, Co man. 

Mr. DeWinp. It has been testified here by Mr. Hennessy that the 
letter of September 23, 1949, and the attached report, were kept in his 
safe in his office. Were you familiar with that fact that they were 
in his safe during this period from September on ? 

Mr. Bonsauu. No; I didn’t know where they were kept. I didn’t 
know where they were kept. Afterward I did find that they were in 
the safe. 

Mr. Byrnes. Was this report not necessary to you in order for you 
to carry out properly the duties of the United States attorney in con- 
nection with the cases ? 

Mr. Bonsaww. I don’t think this report would have been necessary 
at all, gentlemen. I was in constant touch with these investigative 
officers at all times between September 1949 and June 1950. As 
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you can see, there were 325 cases on which I was contacting these 
investigating officers. I was tempted to say, almost daily, but I 
wouldn't want to go as far as that. We were in constant contact, 
and these officers were constantly told to get certain evidence if avail- 
able. 

Mr. Byrnes. I think we are referring, though, as far as our interest 
is concerned, Mr. Bonsall, to the cases which implicated Mr. Davis. 

Mr. Bonsaty. Those were some 19 cases, Congressman. 

Mr. Byrnes. Yes. Is not that what the report of September 23 was 
particularly concerned with? 

Mr. Bonsatu. Almost exclusively with a summary of the evidence 
available in the Davis case; yes, Congressman. 

Mr. Byrnes. So that does fall into a little different category than 
the routine reports and information on the 300 some cases ¢ 

Mr. Bonsaut. I don’t want to be understood as saying that these 
matters of these frauds were routine matters. We were successful, I 
think, in stamping out those three types of fraud, but I regarded these 
matters of major importance, particularly as far as an instigator was 
concerned, Congressman. 

Mr. Byrnes. But the report of September 23 differed somewhat 
from the individual reports that you were getting on individual Chi- 
nese through the course of that period of time? 

Mr. Bonsauy. That is correct. It was a summary, or supposed to 
have been, and it was a summary of every scintilla of evidence that 
was known to be available as of that date. 

Mr. Byrnes. On all 300 some cases, or on the cases involving Mr. 
Davis? 

Mr. Bonsaux. I think it referred entirely to the 19 cases of Mr. 
Davis, and his activities, and the activities of Dickson Lee the 
Chinese. 

Mr. Byrnes. Yes. 

Mr. Bonsaw. Yes, sir. 

Mr. Kean. Mr. Hennessy testified this morning, as I understand it, 
that when he got that letter he immediately sent it to you. 

Mr. Bonsai. The September letter ? 

Mr. Kean. Yes. 

Mr. Bonsaut. I think he is mistaken about that. 

Mr. Kean. You testify you did not receive it until June. 

Mr. Bonsatu. To the best of my knowledge and belief, I didn’t 
receive it. He may be mistaken on that. 

Mr. Kran. You also have the evidence of having your mark on it 
that you did receive it on that date? 

Mr. Bonsatx. Approximately that date. As I say there was a 
letter that came from the Immigration Service in June and I wanted 
to see if I did have everything that was contained in this report 
before I took certain action. While I believed I had everything 
before me, I wanted to be certain before I acted as to the contents 
of that letter. 

Mr. Kean. And you were the man in charge of these cases? 

Mr. Bonsatt. That is correct. 

Mr. Kean. If that was routed from Mr. Hennessy’s office, the 
proper person to whom it should have been routed was you? 

Mr. Bonsai. Undoubtedly, sir. May I make this observation? 
It is possible, gentlemen, that that letter might have been placed in 
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the safe by Mr. Hennessy’s secretary. I don’t know who put it in 
the safe, gentlemen, or how it got there. 

Mr. DeWinp. But until ot this letter of June 9, 1950, you 
had never seen these files in Mr. ennessy’s safe ? 

Mr. Bonsaty. That is correct. 

Mr. DeWinp. Did you talk to Mr. Hennessy about it? 

Mr. Bonsauz. When this letter of June 1950 came from the Im- 
migration Service, I went to Mr. Hennessy and I said, “Mr. Hennessy, 
there is a letter that was supposed to have been sent you summarizing 
the Davis case. I would like to have it.” And his reply, as near 
as I can remember, was this: “Ed, I will go and get it right away, 
and he got it immediately. 

Mr. DeWrxp. In cases of that kind where matters were in Mr. 
Hennessy’s safe, was it your practice to take them up with him or 
could you just go to his secretary and ask for the file? 

Mr. Bonsatu. I could not ask for any file that I wanted. From 
the response that I received from Mr. Hennessy when I asked for 
this file, I think I could have asked for it at any time and probably 
have received it. That is conjecture. 

Mr. DeWrnp. Did the fact that you did not know of this report 
have any bearing upon the way the Davis case developed in your 
office ? 

Mr. Bonsauu. I would say absolutely none. 

Mr. DeWrnp. When did Mr. O’Gara first come into this case with 
you ? 

Mr. Bonsaty. Mr. O’Gara came in after the indictment had been 
secured, and I would say roughly 8 weeks before the date set for the 
trial of the case. That would be possibly sometime around Oc- 
tober 1, approximately, of 1949—1950, rather. 

Mr. DeWrnp. Did you ever have any conversation with Mr. O’Gara 
concerning any delay in the preparation of the Davis case? 

Mr. Bonsaut. I told Mr. O'Gara I would have liked to have re- 
ceived this letter of were ns that I have mentioned; yes. I don’t 
know of ever telling Mr. O’Gara that there was any undue delay in 
the case. 

Mr. DeWrnp. You say you told Mr. O’Gara you would have liked 
to have received the September letter ? 

Mr. Bonsatu. I would have liked to have received it promptly; 

es. 

Mr. DeWrnp. I understood ty to say that it did not have any 
bearing on the “Eo of the case in your office. 

Mr. Bonsauz. I think I made this statement. The facts in all 
these fraud cases were in my possession at all times, and I wanted 
this letter to verify whether the letter checked with the facts then in 
my possession, or whether there were any additional facts in the 
etter. 

And I didn’t find any additional facts in the letter when I received 
it. 

Chairman Kine. In other words, Mr. Bonsall, this letter summar- 
ized facts that you were aware of? 

Mr. Bonsatt. That I was fully aware of, and I wanted the head of 
the office to have the full information regarding those facts. 
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Mr. DeWrnp. If you had had this September report and the Janu- 
ary report, would it not have had a bearing upon permitting the stat- 
ute of limitations to run on these cases? 

Mr. Bonsauu. I am not sure that the statute of limitations has run 
to this day, gentlemen. There seems to be some question about that 
in the Bridges case. 

Mr. DeWino. At least the issue was presented, and if you had had 
these letters you would have been more conscious of the issue, would 

ou not 
- Mr. Bonsauu. Let’s put it this way. I didn’t feel that the evidence 
in this case at any time was very strong. I was hoping to get further 
evidence at all times. 

I was instructing these offices as to just what evidence I needed, and 
I don’t think the mere fact that I had or had not received that letter 
would have affected my actions in the matter, Mr. Counsel. 

Mr. DeWinp. In any event, your not having this letter made no 
difference to the investigation of the cases involving Mr. Davis? 

Mr. Bonsauu. I would say not a bit. 

Mr. DeWrnp. And that investigation was continuing actively all 
through the period from September 1949 on? 

Mr. Bonsauu. Let’s put it this way. The investigation of those 
fraud cases was continuing. I assumed that the investigation of the 
nine of the nineteen cases of Mr. Davis was continuing at that time. 

I subsequently found that they were continuing because at least in 
two instances these Chinese whose statements would have been very 
useful sought entry at the port of San Francisco here and statements 
were taken from them. 

Mr. DeWinp. Yet on June 9, 1950, when this letter was written by 
Mr. Barber, Mr. Bonsall, Mr. Barber evidently felt that there was a 
serious problem of having these cases ignored. 

Mr. Bonsatu. That istrue. The letter so states. 

He seemed to be particularly concerned about the statute of limita- 
tions, as I recall it, in those letters. 

Mr. DeWinp. How is it that Mr. Barber felt that these cases were 
being ignored ? 

Mr. Bonsauu. Well, that is, for me to know Mr. Barber’s feelings 
would be pretty difficult. 

Mr. DeWrnp. Let me put it this way. 

Did you confer with Mr. Barber on the investigation of these cases 
from time to time? 

Mr. Bonsai. I don’t recall ever talking to Mr. Barber about these 
cases. I talked with the investigators—Mr. Phelan, in Mr. Barber’s 
office. Arthur J. Phelan is operations officer. 

Mr. DeWinp. None of these letters was ever answered apparently ; 
is that right? 

Mr. Bonsauu. That isn’t uncommon, because we usually take action 
on these reports one way or another, and as I have stated there was 
a close relationship between the Immigration Service and the United 
States attorney’s office. 

In fact, at that time a representative of the Immigration Service 
was stationed in our building and we communicated very frequently 
direct with him. 

Mr. Byrnes. But they apparently did not have a reply to their 
January letter, did they? “Did it not appear that that sort of con- 
cerned them and therefore gave rise to another letter in June? 
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Mr. Bonsauy. I think I can answer that. 

Mr. Byrnes. Yes. 

Mr. Bonsauu. There apparently was no reply made to the January 
letter, and no reply made to the'June letter. 

Mr. Byrnes. The June letter, you did go ahead right after that 
and 

Mr. Bonsat. I called the investigators in and went down the line 
on this as to these Chinese, as to what was being done in each and every 
one of them, those cases in which there should be no prosecution, 
stating the reasons for it. I went over it with those cases in which 
there had been prosecutions and went right down the line on their bill, 
if you want to call it that, of June 9, 1950. 

Now, may I state this. There is a tremendous volume of work in 
the United States attorney’s office. I am not trying to alibi. I was 
handling numerous assignments besides this one, and this one frankly 
would have taken all of a man’s time, as you can see, with 325 fraud 
cases. So maybe I was derelict in not replying to that letter. I plead 
guilty to the charge. 

Mr. Byrnes. I thought it was your belief that you probably did not 
get the January letter until June? 

Mr. Bonsatu. I am a little confused on this. I think I stated that 
I wasn’t exactly certain when that letter was received, but I believe it 
was in June. I believe that was my testimony, and that is my belief. 

Mr. Byrnes. So that you became active in this picture, as I see it, 
in June of 1950 after the receipt of the letter of June 9? 

Mr. Bonsatxz. I became active long before that—in 1948. 

Mr. Byrnes. Active in the particular aspect of the Davis case and 
these nine cases? 

Mr. Bonsauu. Yes; that is correct. I was active in the Davis case 
at all times—pushing what I believed to be needed investigations in 
that case. 

Mr. Byrnes. You did not receive the September 23 letter until June 
of 1950, did you? 

Mr. Bonsauu. That is correct, Congressman. 

Mr. Byrnes. And it is your belief, as I understand it, that you did 
not receive the January letter from the Immigration Service relative 
to the Davis cases until June of 1950? 

Mr. Bonsauu. That is my belief, Congressman, but there might be 
some doubt on that letter. 

Mr. Byrnes. When you did receive those in June, it is my under- 
standing that very shortly after that it was presented to a grand jury? 

Mr. Seewans: Following that, July of 1950, it was presented to the 
grand jury. 

Mr. Byrnes. And an indictment was returned by them? 

Mr. Bonsauu. An indictment was returned. 

Mr. Byrnes. If you had received the September 23 letter and the 
January letter prior to June, is it possible that the case might have 
gone to a grand jury before July? 

Mr. Bonsauu. I am glad you asked that question. There were 325 


of these cases. They were considered by the so-called Boden grand 
—_. returned this indictment. 
ey were considered by the preceding grand jury. 


Those grand juries at all times were familiar with the ramifications 


of all of these cases. 
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You see, they had these 325 before them. They had the whole 
picture before them at all times. 

Mr. DeWinp. Including Mr. Davis’ alleged implication ¢ 

Mr. Bonsatw. Including Mr. Davis at all times. 

Mr. Byrnes. You have not answered my question. 

Mr. Bonsauu. Lam sorry. Would you be good enough to read the 
question ¢ 

Mr. Byrnes. The question was, If you had received the Septem- 
ber 23 letter and the January letter prior to June, is it possible that the 
subject matter of that letter, namely, Mr. Davis’ implication, would 
have been presented to a grand jury prior to July? 

Mr. Bonsai. Of course, you are speaking of a formal presentation 
instead of the informal presentations that I have mentioned. I don't 
think so, because I frankly felt we needed some other evidence. 

Mr. Byrnes. Was this presentation to the grand jury in July an 
informal or a formal presentation ¢ 

Mr. Bonsai. At that time, as I have said, this grand jury had 
before it all of these cases. It was evident that they were going to 
indict. 

1 prepared an indictment immediately, so that they could take 
whatever action they wanted, and they returned the indictment. 

Mr. Byrnes. That was in the latter part of June or the first part 
of July? 

Mr. Bonsaui. That was done, I would say, about July 3, 1950 
maybe 1 day off, it might have been July 2. 

Mr. Byrnes. Did the receipt of all these letters, the September 23 
letter, the January letter, and the June 9 letter, have anything to do 
with your preparing the indictment and presenting it to the grand 
jury on July 3? 

Mr. Bonsauu. I don’t think the letters in themselves had that, but 
you will understand that there was a question whether the statute 
of limitations had run, and it had not run as to certain of these counts; 
and therefore I think the grand jury felt that the indictment should 
be returned before they were outlawed. 

There was a question about the statute. There is today. 

Mr. Byrnes. At that time, though, some of them had already run; 
had they not? 

Mr. Bonsatu. Not according to the view that we were taking in the 
United States attorney’s office. And I think it was being taken 
generally throughout the country. 

Mr. Byrnes. As far as the view of the jury, however, the jury 
returned the indictment to protect themselves. 

Mr. Bonsauu. Of course. I wasn’t present when the jury voted on 
this one, but I assume that had something to do with their action. 

Mr. Byrnes. It might have had something to do with their action 
if it had been taken earlier before six of the cases had already out 
lawed, in the view of the judge. 

Mr. Bonsatu. I was of the opinion that the statute had not been 
outlawed, and my authority for that was a United States Supreme 
Court case, either Goldsmith versus United States or United States 
versus Goldsmith, and it was on that theory that we were proceeding. 
It was on that theory that we were proceeding in other cases, notably 
the Bridges case. 

There are other issues in the Bridges case, of course. 
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Mr. Byrnes. I can understand there being a difference of opinion, 
but there was a difference of opinion, apparently, because the Immi- 
gration Service on the one hand was fearful that they were outlawing, 
and you people were of the view that they were not outlawing. 

It was resolved somewhat when the judge decided in the case that 
six of them had outlawed, but the question is still pending, is it not? 

Mr. Bonsatx. That is an anomaly, because the Bridges case was 
made by the immigration authority. They made the Bridges case. 
They prepared the Bridges case. 

They took th: it view of it, that the statute had not run. 

Mr. Byrnes. Yes: but by pursuing this case and obtaining an indict- 
ment before any of them had any possibility of outlawing, at least 
that way you would be on the safe side, would you not? 

Mr. Bonsatu. Would be on the safe side, if I had the evidence that 
I felt would have justified such action. 

Mr. Byrnes. Between January and June of 1950 was more evidence 
developed as far as these nine cases were concerned ? 

Mr. Bonsauu. As far as the Davis cases are concerned ? 

Mr. Byrnes. Yes. 

Mr. Bonsatu. I don’t think there was a scintilla of evidence in those 
particular cases. 

Mr. Byrnes. The evidence that you had against Davis was about 
the same in June 1950 as it was on September 23, when the first report 
was filed, or the master report was filed, rather? 

Mr. Bonsatu. There was continually evidence coming in in the 
Davis ease, as you W ill see by our files, 

Our own office was sending out for information, and securing it, 
from other agencies. And to say just how much there was between 
September and June would be hard to do, but there was some addi- 
tional evidence that came in. 

I doen't know how useful it was. It probably was of a nature that we 
possibly thought would assist us on cross-examination, 

Mr. DeWinp. Did you ever contact the Bureau of Internal Revenue 
to request them to make an audit of Mr. Davis’ earnings for the 
purpose of possibly furnishing evidence that you might use in your 
case here? 

Mr. Bonsaty. Personally I didn’t, but the file shows that was done, 
Congressman. I knew it was being done. I didn’t personally 
contact—— 

Mr. Byrnes. You have no information concerning any personal 
relations you had in contacting the Bureau ? 

Mr. Bonsaux. I never contacted the Internal Revenue Service or 
any Offices in that Service in connection with the Davis case at any 
time personally. 

Mr. DeWrnp. Is it a fact, Mr. Bonsall, that in one of the cases that 
was barred by the statute of limitations you had testimony linking 
Mr. Davis with the defendant in that case? 

I refer to the case of Henry Lu Tai. 

Mr. Bonsauy. That is possible. There was such a volume of these 
cases, 325 of them, 19 of these Davis cases. It is possible that that 
might have been outlawed. I can’t say at the present time. I can’t 
say. It is possible one of these many cases was outlawed. 
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Mr. DeWinv. This letter of June 9 indicates that on the theory 
followed by the Immigration Service that case was barred by thie 
statute of limitations on April 28, 1950. 

Mr. Bonsauw. I am kind of at a loss to follow their theories and 
reconcile them with the Bridges case. 

Mr. DeWinp. The judge followed the Immigration theory. 

Mr. Bonsatx. I don’t think he followed the Immigration theory. 
I think that he made his own ruling, and ruled that the statute had 
run against them. 

As I say, up to that time I hadn’t heard of any court ruling tha 
the basic statute was applicable, but rather that the wartime suspen 
sion statute prevented the statute from running. 

Mr. DeWinp. But with this danger that it was an arguable position, 
at least, that the statute of limitations was going to bar this, why were 
not some steps taken to keep the statute open / 

Mr. Bonsauu. As I have said, there was some evidence that I wanted. 
I wanted it vitally. 

The investigators were told to secure it by all means, if they could, 
continuously ; and that hadn’t been received. 

I have always felt, rightfully or wrongfully, that an indictment 
shouldn’t be secured unless I thought that a prosecution would result. 

Mr. DeWrnpv. What you are saying is that at the time the statute 
ran on these various cases, upon the view of the Immigration Service, 
you did not have a case prepared on which you were willing to 
recommend an indictment; is that right? 

Mr. Bonsatu. Now, make a distinction between these Chinese cases 
and the Davis case. 

In the Chinese cases I proceeded uniformly, wherever the evidence 
warranted, in securing an indictment and prosecution, and there were 
very few of them that were not successful. 

Mr. DeWinpv. What is the distinction between ‘ 

Mr. Bonsauu. It took a different degree of evidence on the con- 
spiracy charge and the substantive offense charges. 

I suppose we could have spelled out a conspiracy in any case if we 
had seen fit, but in the case of these Chinese, with one or two excep- 
tions they were charged with substantive offenses instead of con- 
spiracy. 

Mr. DeWrnp. I do not understand what you mean. 

What was the distinction then in Mr. Davis’ case other than the 
fact that there was a conspiracy ? 

Mr. Bonsauy. Mr, Davis’ case was essentially a charge of conspiracy 
to defraud for the use of the passports. There was no direct contact, 
with one or two exceptions, between Mr. Davis and these Chinese. 

Mr. DeWinp. Let me understand this. 

Was the situation that once the statute of limitations barred the 
substantive offense that the conspiracy charge would be barred at the 
same time ? 

Mr. Bonsai. That is correct. The only question was whether the 
fraud suspended the statute in both classes of cases, substantive 
offenses as well as conspiracy. That is correct. 

Mr. DeWinp. Then I come back to my original question. 

Did you feel at the time that the statute ran on these various cases 
upon the theory that the Immigration Service had, that you did not 





INTERNAL REVENUE INVESTIGATION 2511 


have a conspiracy case to present against Mr. Davis upon which you 
would be willing to recommend an indictment ? 

Mr. Bonsa.u. I discussed these cases with the investigating officers, 
and I pointed out to them that I didn’t think the statute of limitations 
had run. 

Mr. DeWrnp. I do not see that that answers my question. 

Mr. Bonsaty. I am sorry. I have tried to do the best I can. 

Mr. DeWrnp. At the time that the statute ran, were you unwilling 
to recommend an indictment in those cases? 

Mr. Bonsatu. In all cases of Chinese where I thought there was 
sufficient evidence and the statute of limitations had not run. 

Mr. DeWtnp. No, sir; I was directing my question to the con- 
spiracy case. 

Did you in your view not have a case on which you would recom- 
mend an indictment for conspiracy involving Mr. Davis? 

Mr. Bonsatu. I didn’t feel so, to be frank. 

Mr. DeWrnp. You did not feel so? 

Mr. Bonsai. No. 

Mr. DeW1nv. What evidence was produced by the time July came 
around on which you felt you could recommend an indictment ? 

Mr. Bonsatu. | think that I have intimated that this was in the 
nature of a presentment, that the grand jury had heard all of these 
cases, the cases of all of these classes of fraud, and that I knew that 
they wanted to indict, and I felt it was their prerogative to indict if 
they saw fit. 

Mr. DeWrnp. Are you saying that it was always your view that 
you did not have enough evidence on which to win a conviction here? 

Mr. Bonsai. I have always felt that the evidence in this case, 
connecting Mr. Davis with the Chinese, was inherently weak at all 
times. 

And may I state this. We had as our chief witnesses these Chinese, 
all convicted felons. 

Davis’ coconspirator took the stand, took all responsibility, denied 
Davis’ connection with these affairs. 

Mr. DeWinp. You mean Dickson Lee? 

Mr. Bonsai. Dickson Lee took the stand. 

And there were only two instances of direct contact between Davis 
and these Chinese. 

Mr. DeWtnp. Were those two instances of direct contact in cases 
that were not barred by the statute ? 

Mr. Bonsatx. You understand this, that these conspiracies are con- 
tinuing offenses. We could go back before the statute to show what 
took place, before the conspiracies began. I may state what those two 
instances were. In one case there was a Chinese who had a passport. 
He had secured that passport through Dickson Lee. His testimony 
was that he had never seen Davis. He asked Dickson Lee if the pass- 
port was any good and Dickson Lee told him to appear at George 
Davis’ office in the Russ Building, and he did. He testified that he 
went up there, and saw Mr. Davis, and showed him the passport and 
he asked him if it was any good. It was a passport that had been 
issued by the State Department. He was asked if Mr. Davis knew he 
was a Chinese and he said “No.” Davis is reported to have told him 
he could make a trip to China or anywhere else and come back on 
that passport. That is one instance. 
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The other instance is where a Chinese had been convicted. He 
was awaiting sentence. His case was referred to the probation officer, 
in which case he told, I believe the probation officer, that George Davis 
had cautioned him against saying he was an attorney or knew anything 
about the case. 

Those are the two direct contacts in the case. Don’t misunderstand 
me, there are lots of other circumstances, but I am speaking of the 
direct contact, and the character of the evidence that was available 

Mr. DeWtinp. Did you ever say to Mr. O'Gara or indicate in any 
way to Mr. O’Gara that the holding up of these matters, particular|) 
the letter of September 1949, had prejudiced the handling of the Davis 
case ¢ 

Mr. Bonsauu. No, sir, I did say to O'Gara, as T have said, I would 
have liked to have had the letter. 

Mr. DeWrnp. In what connection did you make that remark to 
Mr. O'Gara? 

Mr. Bonsai. I don’t know. At some point where we were prepar- 
ing the case for trial. It is hard to say at what point. 

Mr. DeWrnp. Mr. O'Gara has testified that the manner in which 
this case was handled in the United States attorney’s office was one 
of the principal matters, one of three, that caused him to lose confidence 
in that office. From your experience with this case was there any 
mishandling of the case? 

Mr. Bonsauu. I don’t think se. Not that I can tell you of. When 
Mr. O’Gara came into the case, [ told him to use every scintilla of 
evidence that he had, and I think he did, both of us. 

Mr. Byrnes. What about this matter of the interpreter ? 

Mr. Bonsautn. I do recall something about that, Congressman. 
There was an interpreter by the name of Park who was the official 
nterpreter, I understand, of the Superior Court of San Francisco, 
and also the official Chinese interpreter of this court. He had been 
involved in some immigration matter that was presented to the grand 
jury of San Francisco County. No action was taken on it. There 
was no bill returned and we felt that we would have liked to have had 
some other interpreter. I don’t know who was present, but we did 
ask Mr. Hennessy if we could have some other Chinese interpreter, 
stating our reasons, that we felt in view of the fact that he had these 
difficulties with the Immigration Service, it would be advisable to have 
some other interpreter. 

Mr. Byrnes. And what did Mr. Hennessy say ? 

Mr. Bonsaty. Mr. Hennessy, as near as I can recall—this was not 
reported, and I will have to depend on my memory entirely—in 
substance said this; that he had known Mr. Park for a long period 
of time—I was tempted to say 20 or 25 years—and he found him 
to be a reliable man, that Mr. Park was the official interpreter of this 
court and of the superior court, and in substance we would have to 
use him, 

Mr. Byrnes. He would not agree to a substitution ? 

Mr. Bonsauu. Oh, no; he wouldn’t agree to a substitution at all. 

Mr. Byrnes. It turned out that in fact this interpreter did misinter- 
pret at least in one instance, did he not? 

Mr. Bonsatu. That is not at all uncommon in these Chinese cases. 
We usually secure the services of our own interpreters to check on the 
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official interpreters of the court. There was some instance where it 
was claimed that there had been a misinterpretation. 

Mr. Byrnes. Was not the claim a rather serious one? I mean the 
misinterpretation was somewhat serious ¢ 

Mr. Bonsatu. To tell you the truth, I don’t recall Pe what it was 
that was misinterpreted, but I know that I didn’t think it was of a—— 

Mr. Byrnes. Maybe we can refresh your memory by a memorandum 
that Mr. Heckert prepared at that time. 

Mr. Bonsatx. It is possible. If that is correct, the misinterpreta- 
tion would have been of some consequence. I have no independent 
recollection of it, gentlemen, because I myself don’t understand Chi- 
nese. It would be very useful if I did. 

Mr. DeWrnp. At that time, Mr. Bonsall, did you not request the 
court to appoint a new interpreter, at the time this matter was raised 

Mr. Bonsai. Either Mr. O'Gara or myself made such a request 
on the court. The court said as long as we had produced this inter 
eter, in substance, we were bound by his interpretation. 

Mr. DeWinv. Did the Chinese interpreters provided by the Immi- 
gration Service stay throughout the trial to check on these interpreta- 
tions ¢ 

Mr. Bonsauu. To the best of my recollection, yes. They may not 
have been there all the time. The trial lasted 3 weeks, but to the best 
of my recollection, yes. 

Mr. DeWinpv. Was this the only instance of misinterpretation that 
was brought out 7 

Mr. Bonsaun. 1 don’t reeall any other instance, gentlemen. 

Mr. DeWinp. This particular misinterpretation had an effect upon 
Mr. Lee's possible implication in the matter, did it not, that is, the 
answers of the witness were misinterpreted so as to avoid an implica- 
tion that Mr. Lee was involved ¢ 

Mr. Bonsai. Yes. As I understand it, these questions related en 
tirely to the acts of Mr. Dickson Lee and not George Davis, if this is 
the testimony. 

Mr. DeWinp. Yes. The misinterpretation there could have had no 
bearing on Mr. Davis’ implication ¢ 

Mr. Bonsaty. Not at all. Only Mr. Lee, and Mr. Lee was convicted 
twice. 

Chairman Kine. On the same charge ¢ 

Mr. Bonsatu. He was convicted on different offenses, Mr. Congress 
man. 

Mr. DeWinp. Mr. Bonsall, the delay in presenting an indictment 
to this grand jury certainly did not strengthen the Government’s case, 
did it? That is, if you were going to assume that an indictment was 
going to be brought, you would have liked to have had it brought. 
before the statute had barred these cases? 

Mr. Bonsaty. Certainly. I would have liked it to have happened 
before the statute had run, if we had the evidence. 

Mr. DeWinp. Was it the situation that you did not think you had 
a case to present to the grand jury at any time and the grand jury 
finally pushed you into it? 

Mr. Bonsauy. I don’t know what you mean by “pushed” me into it. 
I have stated that that grand jury and the preceding grand jury was 
fully aware of every scintilla of evidence we had in these cases 
against George Davis, and all other persons involved. They felt there 
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was sufficient evidence. They were considering this over-all picture 
of 325 fraud cases, and they felt an indictment should be returned ani 
I understood there was going to be one returned and I prepared it 
for them. I don’t know whether you would call that pushing me into 
itor not. I had it ready when they wanted it. 

Mr. DeWrnp. In any event, Mr. Davis was acquitted on trial ? 

Mr. Bonsauu. That is correct. 

Chairman Kine. And the Chinese was convicted twice, you say ? 

Mr. Bonsauu. On two different conspiracies, 

Chairman Kine. By misinterpretation ? 

Mr. Bonsai. No; not by reason of that. I didn’t think it had suc), 
a material bearing in view of what happened to Mr. Lee, Congressman. 

Mr. Byrnes. ‘This particular individual that was on the stand at 
that time, Wu Young Huie, his relationship with Mr. Lee and through 
Mr. Lee to Mr. Davis might have been significant, might it not? 

Mr. Bonsautu. To the best of my recollection—these 325 Chinese 
are pretty difficult to separate in your mind—but to the best of my 
veneiiiatien Huie Young is not one of these men that at any time had 
a direct contact with George Davis. 

Mr. Byrnes. You cannot say that with certainty one way or an- 
other? 

Mr. Bonsaty. I would say that that is my belief at the present time. 
I have cited the two instances of contact, and I don’t think this was 
one of them. 

Mr. Byrnes. In other words, this witness, Huie Young, had nothing 
to do with the conspiracy in which Mr. Davis was alleged to have 
been engaged ? 

Mr. Bonsatu. Oh, no. He was connected with that conspiracy, al! 
right, but there was no direct contact. He was in that conspiracy al! 
right. 

Mr. Byrnes. So even though this particular testimony here directly 
relates to his relationship with Mr. Lee, it might also be very sig- 
nificant as far as his relationship indirectly with Mr. Davis? 

Mr. Bonsatu. That is true. I said that the misinterpretation would 
have been of some importance. 

Mr. Byrnes. Even as far as Mr. Davis is concerned ? 

Mr. Bonsauy. Even as far as the over-all picture of the case is 
concerned, Congressman ; yes. 

Mr. Byrnes. Yes. 

Mr. Kean. As I understood Mr. Hennessy this morning, he stated 
that he thought that 3 cases on which to base an indictment and trial 
were just as good as 19. You do not agree with that, do you? 

Mr. Bonsai. Well, I will tell you. It depends on the circum- 
stances of the case. 

Mr. Kean. In these cases. 

Mr. Bonsauu. In this particular case, I would rather have had all 
the nine instances, Congressman. There is no question about it. As 
I said, it was inherently weak and I needed a straw to grasp on. 

Mr. Byrnes. What about this material that was destroyed by rea- 
son of a lapse of time, and therefore you had to rely on photostats as 
the evidence rather than the original papers in the course of the trial ? 

Mr. Bonsatu. All these cases involving Mr. Davis fell in one par- 
ticular category, that of establishing a delayed record of birth. Those 
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delayed records of birth had to be established through the State bu- 
reau of vital eee and when the investigators went there first, 
they stated that yo had found certain records in the State bureau 
of vital statistics which they were unable to locate at a later date. 
I don’t know if that is about what you wanted. 

Mr. Byrnes. Yes, and it did therefore somewhat prejudice the Gov- 
ernment’s case, too, did it not ? 

Mr. Bonsatu. In a minor detail. I wouldn’t call it a major detail. 

Mr. Byrnes. As I understood, part of the problem was this problem 
of forgery, and that you could not prove forgery from a photostat. 

Mr. Bonsatn. The forgeries—Mr. Davis was not accused nor was 
there any evidence that he engaged in any forgeries at all. All the 
forgeries were on the part of Dickson Lee and Dickson Lee admitted 
the forgeries. So I don’t think the fact that those records were 
destroyed, according to the State bureau of vital statistics in the usual 
course of their business, would have had any material influence. 

Mr. Byrnes. In other words, you do not believe you were handi- 
capped by your inability to use a handwriting expert on photostats? 

Mr. Bonsai. Not in view of the fact that Dickson Lee took the 
stand and admitted anything. 

Mr. Byrnes. I mean is it significant or is it not ? 

Mr. Bonsai. He testified that all of these forgeries were by him 
in open court. 

Mr. Byrnes. Then you did not need photostats or anything else? 

Mr. Bonsai. We didn’t need them, but we had them. We didn’t 
know what his testimony was going to be in court. 

Mr. Byrnes. But so far as the trial is concerned, you did not need 
any records from the bureau ? 

Mr. Bonsati. Oh, yes, there was as a matter of course establishing 
these transactions, but we were able to do that. There is no question 
but what the records showed that these delayed birth applications 
were made and went through the State bureau of vital statistics. 

Mr. Byrnes. At any time were you personally as one of the attor- 
neys in this case desirous of having the Bureau of Internal Revenue 
make an investigation 

Mr. Bonsau. As I stated, Congressman—— 

Mr. Byrnes. Of Mr. Davis’ income? 

Mr. Bonsatu. I thought that was being done, and in conversations 
with Mr. O'Gara and others, I knew that the Internal Revenue people 
had been furnished with certain information. 

Mr. Byrnes. You knew they had been, but you also knew that you 
were not getting any information back from them, did you not? 

Mr. Bonsai. We got a certain limited amount of information 
finally. 

Mr. Byrnes. They did not make an audit of his account at that 
time, did they ? 

Mr. Bonsauu. The information that we received from the Internal 
Revenue Service was of such a nature as to be practically of no value 
tous. It wassimply a return for certain years. 

Mr. Byrnes. That is right. 

Mr. Bonsatu. And you couldn’t tell how those returns were com- 
puted. 

Mr. Byrnes. So that you did not receive any audit from them? 
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Mr. Bonsatu. None atall. We would have liked to have had it. We 
would have had to be careful about the introduction in evidence to 
prevent a mistrial. It might have been of assistance to us on cross- 
examination. It would have been very useful on cross-examination. 

Mr. Byrnes. Were you concerned at all in getting their assistance 
in the possible preparation of evidence that might be helpful ¢ 

Mr. Bonsauy. We asked for the assistance of the Attorney Ge: 
eral in securing this information. 

Mr. Byrnes. But you did not get it, did you? 

Mr. Bonsatu. We got part of it, a little of it. 

Mr. Byrnes. You got the returns as I understand it. 

Mr. Bonsai. That is right. 

Mr. Byrnes. And you got those right at the time of trial and not 
before ¢ 

Mr. Bonsaun. That is all we ever received, I think, is the returns. 

Mr. Byrnes. But you wanted more than that, did you not? 

Mr. Bonsauu. Oh, ves. We wanted to know how those returns were 
computed. It would have been very useful, very useful. It might 
have served to have been the important link between Mr. Davis and the 
Chinese, to be frank with you. That is what I would have liked to 
have had. 

Mr. Byrnes. What was your experience in working with Mr. O’Gara 
in this case? Did he perform his service properly ¢ 

Mr. Bonsauu. He was told by me when he came into the case to use 
everything we had, to put his best efforts into the case, and he put his 
bests efforts into the case, and he did a good job, with what we had. 

Mr. DeWinv. Mr. Bonsall, is it not a fair conclusion from what 
you have said here that the delay which resulted in the court dismiss 
ing six of these cases substantially prejudiced or may have substan- 
tially prejudiced the trial against George Davis ¢ 

Mr. Bonsai. The dismissal of those counts did not help us one 
iota, that goes without saying, and the court receiving the evidence 
on those counts did not help us, it is obvious. But we still had two or 
three other counts that were not barred. We were surprised at the 
ruling of the court. We had to abide by the powers that be. 

Mr. DeWinp. Then is it not also a fair conclusion that the failure 
of the United States attorney’s oflice to forward these letters to you, 
the September letter and also the January letter, contributed to the 
situation in which the court dismissed the six cases / 

Mr. Bonsauyi. I don’t think so, gentlemen. I felt that the direct 
contact between George Davis and these Chinese was very weak. It 
may have. You have to remember these Chinese cases are difficult. 
I don’t know whether you gentlemen have ever handled litigation of 
Chinese. They won't talk. It is very difficult to get any of these 
Chinese to say anything. They are stoical, they are unemotional, 
and it is very, very difficult to secure information from the Chinese. 
These investigative oflicers did a splendid job. They did their best 
to get what I wanted, but they couldn’t get it. 

Chairman Kine. You say that the theory in the Bridges case, which 
was presented by the Immigration people, was with the same per- 
sonnel, Mr. Bonsall ? 

Mr. Bonsauy. There may have been some additional personnel, 
Congressman, on that. But the Bridges case was essentially prepared 
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by the Immigration people, and to this day, as I understand it, they 
take the view that the statute has not run. 

Chairman Kine. Yet in this case they took a contrary view? 

Mr. Bonsauu. That is true. It seems inconsistent. 

Chairman Kine. This case was subsequent to the Bridges case that 
had been disposed of for some time ¢ 

Mr. Bonsal L. Yes. This was subsequent to the Bridges case, 

Chairman Kine. In other words, they reversed their theory of view- 
ing the running of the statute / 

Mr. SONSALL. lt looks like they blow hot and cold. 

Chairman Kine. Lawyers do that once in a while anyway. 

Mr. DeWinp. All of us. 

I have no more questions. 

Mr. Byrnes. Did you ever see a check for $29,000 payable to Mr. 
Davis from some trust company ¢ 

Mr. Bonsai. I didn’t see it, Congressman, but after I heard about 
the check, I made inquiry among the investigating officers, and the, 
told me there was a photostat of such a check in our files. 

Mr. Byrnes. But you never saw it in your files ? 

Mr. Bonsauu. I don’t recall seeing it, but it was there. I didn’t 
cross-examine Mr. Davis myself. 1 cross-examined many others. 

Mr. Byrnes. I mean, you are acquainted with what was in the file 
of the United States attorney's ollice ¢ 

Mr. Bonsauy. 1 understand there was a photostatic copy of such 
a check in the file. My owh memory was to the effect that I had not 
seen it, but the investigating oflicers told me that they had seen such a 
check. I asked about it after the interrogation of certain of the 
Internal Revenue officers. 

Mr. Byrnes. Before or after the trial? 

Mr. Bonsau.. Since you have been conducting these hearings here. 
You mentioned such a check, and I wanted to satisfy myself whether 
there had been such a check, and I made a search for it. 

In addition, I could not find it in our records, so I asked, “Do you 
recall such a check,” and one of the investigating officers said he had 
seen such a photostat. 

Mr. Byrnes. Investigating officer from where ? 

Mr. Bonsauu. One of them that assisted us at the Bridges case, Mr. 
Lloyd Gowen. 

Mr. Byrnes. Of the Bureau? 

Mr. Bonsauy. Not of the Bureau, of the Internal Revenue Service— 
not the Internal Revenue, but the Immigration and Naturalization 
Service. He contacted me. He was in my office almost constantly 
for several years in connection with these fraud cases. 

Mr. Byrnes. You have looked for the check recently ? 

Mr. Bonsai. I went through it twice with a fine comb. 

Mr. Byrnes. And you cannot find it? 

Mr. Bonsau. I can’t find it. 

Mr. Byrnes. Are there any references to it in the file? 

Mr. Bonsau. I didn’t notice any reference to it in the file, and I 
thought possibly it might have been loaned to us by some other agency 
and that they had taken it back afterward. 

Mr. Byrnes. But you found no correspondence either with the—— 

Mr. Bonsatn. No: I searched for that correspondence pretty care- 
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fully, Congressman. I went through it twice. I even asked our regu- 
lar file clerk to verify my search and I couldn’t find it. 

Mr. Byrnes. Nor any reference to the check? 

Mr. Bonsa.u. Nor any reference to it. I searched particularly for 
the two letters. 

Mr. Byrnes. It would appear from the file, then, that you did not 
try to contact the drawer of the check to determine for what purpose 
it was paid or anything? 

Mr. Bonsauu. There was some longhand notation apparently on 
this photostat with George Davis’ name on it. This is not my firs; 
hand information, but as near as I can gather from information tha 
was supplied to me, it did have George T. Davis’ name on it in some 
connection. I personally did not write back any further on that 
matter. As I say, I don’t even recall that check. It is possible that 
Mr. O'Gara carried on that correspondence. 

Mr. Byrnes. If he did, would not the correspondence be in the file? 

Mr. Bonsatw. Unless, as I say, that particular correspondence had 
been loaned to us by some other Government agency and it had been 
delivered back to that agency. ‘That is the only theory that I can give 
of the matter. I may be entirely mistaken, but in thinking the matter 
over I thought that might be true.. You see, it apparently originated 
from some other outside governmental file. 

Mr. Byrnes. They must have turned it over to you because they 
thought it might be of some help in this particular case, I gather. 

Mr. Bonsauu. It was probably turned over to us at our request for 
assistance. As I said, we were trying to get every scintilla of evidence 
we could, Congressman. If we could not get it through the outside 
agencies, we were doing our best to get it through our own office. 

Mr. Byrnes. But there was nothing in the file to show that you 
made any further investigation with regard to the check? 

Mr. Bonsauu. I don’t know that any further investigation was made. 
I don’t know when it was received or whether time would have per- 
mitted it. It may have been received just while we were engaged in 
the trial. 

Mr. Byrnes. That is all. 

Chairman Krvne. That is all, Mr. Bonsall. 

Mr. Bonsaui. Thank you, sir. 

Chairman Kine. The committee will recess until 3: 30. 

(Short recess. ) 

Chairman Kine. Mr. Wilks, please. Will you come forward, 
please ¢ 

Will you be sworn? Do you solemnly swear that the testimony 
you will give will be the truth, the whole truth, and nothing but the 
truth, so help you God? 

Mr. Wixxs. I do. 

Chairman Kine. Be seated, Mr. Wilks. 


TESTIMONY OF JACK A. WILKS, SPECIAL AGENT, INTELLIGENCE 
DIVISION, BUREAU OF INTERNAL REVENUE, SAN FRANCISCO, 
CALIF. 


Mr. DeWinv. What is your full name, please? 
Mr. Wis. Jack A. Wilks. 
Mr. DeWtinp. What position do you hold? 
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Mr. Wixxs. I am a special agent in the Intelligence Division of the 
Bureau of Internal Revenue. 

Mr. DeWinp. Where are you stationed ? 

Mr. Wirxs. San Francisco, Calif. 

Mr. DeWinp. At the present time have you been assigned to make 
an aa age of the tax returns of Mr. Arthur Samish? 

-, Witks. Yes, sir. I am in charge of the joint income-tax inves- 
ti ts of Arthur H. Samish in cooperation with the internal-revenue 
agent’s office. 

Mr. DeWinp. When was that investigation begun ? 

Mr. Wirks. That investigation was assigned to me on April 5, 1951. 

Mr. DeWinp. You have a group of agents working under you, is 
that the situation ? 

Mr. Wixxs. Yes, sir; I do. I have had from four to six agents 
working on the case since it started. 

Mr. DeWinp. Has this investigation been given any special prior- 
ity ¢ 

“Mr. Wirxs. Yes, sir; I would say it has. 

Mr. DeWrinp. Was the beginning of this investigation the result 
of the public hearings held by the Kefauver committee ? 

Mr. Wuxs. Well, sir; I don’t believe it was. Our unit was con- 
ducting a preliminary investigation of Mr. Samish from September 
of 1950, and one agent was gathering information on him since that 
time until the time I was assigned to the case, and that particular 
agent is now working with the group. 

Mr. DeWunp. The jacketing of a case and the assignment of a 
group of agents followed the Kefauver hearings, is that. right ? 

Mr. Wixs. Yes, sir. The jacketing of the case and the assigning 
of additional agents followed the hearings. 

Mr. DeWinpv. But you say from September on there had been a pre- 
liminary inv estigation being conducted by one agent? 

Mr. Winks. Yes, sir. 

Mr. DeWinp. Which agent is that? 

Mr. Wirxs. His name is Albert M. Moore. 

Mr. DeWinpv. Would you describe to the committee, please, the 
nature of the investigation that you have been directed to undertake ? 

Mr. Wiuxs. Yes, sir; I will. When I was assigned to the case, I 
was told to go out and make a very thorough, detailed, and_ complete 
investigation, not only of Mr. Samish’s association with the California 
State Brewers Institute, but also all of the other of Mr. Samish’s 
activities. 

To get a background as to what investigations have been made and 
are going to be made, I will state that the office of the internal reve- 
nue agent in San Francisco has made a detailed examination of the 
California State Brewers Institute from the standpoint of the tax 
liability of the funds paid into the institute by the members to the 
individual members, and also to determine the taxable status of the 
institute. 

Mr. DeWinp. That is, this investigation was to determine what 
part, if any, of the contributions to the institute could be deducted by 
the members as business expenses # 

Mr. Wixks. Yes, sir; that is correct. 

Mr. DeWrnp. And secondly whether the institute itself was tax 
exempt ? 
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Mr. Wits. Yes, sir. That investigation was made by Interna! 
Revenue Agent Robert Morgan. The group that I am in charge of 
are conducting an examination of Mr. Samish’s association with the 
institute, and that includes the determination of whatever funds paid 
into the institute might be taxable to Mr. Samish. 

Mr. DeWrnp. Is that the entire extent of the investigation that you 
are in charge of / 

Mr. Wiuks. No; that is only one phase of the investigation. 

Mr. DeWinv. What are the other phases ? 

Mr. Wiiks. The other phases are the examination of the inconie 
from clients of Mr. Samish as reported on his income-tax returns, and 
the investigation of alleged sources of income or rumored sources of 
income to him. 

Mr. DeWrnp. Can you briefly state what is the present status of 
this investigation, including Mr. Morgan’s part of it / 

Mr. Wiuiks. Mr. Morgan has finished his investigation and the 
group I am working with are still in the progress of making our 
investigation of Mr. Samish. 

Mr. DeWrnv. What is the status of Mr. Morgan’s report of his 
investigation ¢ 

Mr. Wixxs. I believe Mr. Morgan wrote a tentative report, dated 
July 20, 1950-—— 

Mr. DeWrnp. 1951. 

Mr. Wirks. 1951, I mean. Correction. And it is my understand- 
ing that the report was forwarded to the Bureau in Washington for 
their approval. To my knowledge no action has been taken on it, or 
at least I have not heard of any. 

Mr. DeWinp. Can you summarize briefly the recommendations that 
Mr. Morgan makes in his report, that is, this tentative report that he 
has filed ¢ 

Mr. Wiixs. Well—— 

Mr. DeWrnp. One of the things he was investigating, you said, was 
the tax exempt status of the Brewers Institute. What is his recom 
mendation on that ¢ 

Mr. Wuxs. His recommendation on that was that the tax exemp- 
tion status remain as is. 

Mr. DeWrnp. Is the institute exempt as a business league? Is that 
the status of its exemption ? 

Mr. Wixks. Yes. It is a nonprofit corporation, tax-exempt. 

Now, as to what Mr. Morgan’s report shows as to the deductibility 
of the funds paid into the institute to the individual members, if you 
will bear with me, I don’t think it is wise to quote the figures out of 
his report, although I am generally familiar with it, because it is only 
a tentative report, and has not been approved as yet. But I will state 
that the former percentage of allowed and disallowed items, which 
you know was formerly 50-50, he has recommended that be changed. 

Mr. DeWrnp. Are you referring to the so-called general fund or 
the public relations fund? 

Mr. Wirxs. That pertains mainly to the public relations fund, the 
5-cent fund. 

Mr. DeWrnp. With respect to that, as I understand it, for a 
considerable number of years it has been the practice to allow the 
brewers to deduct 50 percent of the contributions to that fund ? 
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Mr. Wirks. Yes; that has been the practice, 50 percent was allowed 
as a deduction of the 5 cents per barrel contributed to the public rela- 
tions fund by the individual members of the Brewers Institute. 

Mr. DeWrnp. Can you explain to the committee, Mr. Wilks, what 
was the theory of that 50 percent allowance? 

Mr. Wirxs. That I don’t know exactly, but I gather that it must 
have been made back as far as 1936 in connection with an internal 
revenue agent’s audit. They apparently arrived at the 50-50 split 
in a conference with the taxpayers. 

Mr. DeWinp. Was that intended to draw the line between the 
funds which were used for business purposes and the funds used 
for political purposes ¢ 

Mr. Wiixs. Yes. sir; I believe that was the purpose, that is, 50 
percent was spent for legitimate purposes and 50 percent was spent 
on political purposes, and therefore unallowable. 

Mr. DeWinp. You do not know why the figure of 50 percent, or 
any arbitrary figure should have been suggested; do you ¢ 

Mr. Wirxs. No, sir; I do not. 

Mr. DeWinp. Normally would it simply be a matter of allowing as 
a deduction whatever could be proved to be in fact a proper business 
expense each year / 

Mr. Winks. Of course, that is more or less a technical matter that 
is followed in investigation of returns by the internal revenue agent’s 
office, so 1 wouldn’t know what the practice would be. 

Mr. DeWinp. I just wondered whether there was any explanation 
you knew of, of why a formula had to be adopted instead of simply 
proving the deductible contributions each year. 

Mr. Wiiks. No: I don’t know why that was adopted. 

Mr. DeWinp. You have found no explanation in the files of why 
this 50 percent formula was arrived at ¢ 

Mr. Wivks. No; I haven't, except that it was apparently arrived 
at ina conference with the taxpayer. 

Mr. DeWrnp. On that 50-percent allowance what does Mr. Morgan 
recommend ¢ 

Mr. Wiixs. As I stated, he has recommended that the percentage 
De ¢ hanged. 

Mr. DeWinp. Change the percentage or drop any percentage 
formula ? 

Is he proposing just a different percentage, or is he proposing to 
drop it ? 

Mr. Wiiks. Mr. Morgan made a very detailed examination of every 
item in the fund, and took each item separately and determined 
whether it should be allowed or disallowed. 

Now, just for comparative purposes and to illustrate easier, he did 
figure out what percentage that would be, though. 

Mr. DeWinp. That was for the past years 1948, 1949, and 1950; 
is that correct ¢ 

Mr. Wixks. Yes; those were the years that Mr. Morgan’s investi- 
gation covered. 

Mr. DeWrnp. As to that he has made a precise determination of 
what amounts have been proved to be spent for business purposes, 
and he has allowed those and disallowed all the rest; is that right? 

Mr. Wis. Yes, sir. 
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Mr. DeWinp. What has Mr. Morgan proposed to do with this 5) 
percent formula for the future, to discontinue it? 

Mr. Was. I don’t know as there is any proposal for the future, 
except the future will have to stand on future examinations. 

Mr. Kean. May I interrupt on that? 

Chairman Kine. Mr. Kean. 

Mr. Kran. Do I understand that for the recommendations of 1's, 
1949, and 1950, each year will stand on its own feet according to Mr. 
Morgan’s recommendation ¢ 

Is that right, that whatever the proper business deductions were 
in 1948 will be allowed in 1948, whatever the proper business ded 
tions were in 1949 will be allowed in 1949, and whatever the proper 
deductions were in 1950 will be allowed in 1950? 

Mr. Wiiks. Yes, sir. 

Mr. Kean. And that there is no 50-50, 60-40, or 55-45 formula? 

Mr. Witxs. That is true. He made no arbitrary percentage there. 

He took each individual item and examined it by itself. 

Mr. Kean. And that was sent to Washington in July, and Wash- 
ington has been sitting on it for the 7 months? 

Mr. Wirks. I don’t know what they have been doing with it. 

Mr. Byrnes. Do you know whether he recommended the abandon- 
ment of a percentage formula for subsequent years ? 

Mr. Wrixs. No. His report wasn’t on a formula basis, so he 
didn’t recommend that. 

I don’t recall any recommendation for subsequent years. 

Mr. Byrnes. Does the file show any audits made of this account 
from 1936 until the audit made by Revenue Agent Morgan? 

Mr. Wixxs. I don’t know what audits have been made of the Brewers 
Institute prior to Mr. Morgan’s. 

Mr. Byrnes. You mean you made no check back to find out what 
they have been doing with regard to this account for the last 10 

years ¢ 

' Mr. Wixxs. I wouldn’t say that. I say I don’t know what audits 
have been made by the internal revenue office prior to this one made 
by Mr. Morgan. 

I have been concerned with the audits of Mr. Samish. 

Mr. Byrnes. Audits of whom? 

Mr. Wixks. Made of Mr. Samish. 

Mr. Byrnes. You mean of his individual accounts? 

Mr. Wixxs. Yes, sir. 

Mr. Byrnes. Who would have information and be able to give us 
a complete history of this operation, including the arrival at the 
50-50 formula, which was apparently arrived at in 1936, and what 
transpired from then until this audit was made by Mr. Morgan? 

Mr. Wirxs. I think probably the internal revenue agent’s office 
would be able to give you that. 

Mr. Byrnes. You don’t know who would be the person that would 
he most familiar with it? 

Mr. Wrxs. I imagine that the internal revenue agent in charge 
could find out very quickly who would be familiar with it. 

Mr. Byrnes. When did Mr. Morgan start his audit? 

Mr. Wixkxs. I believe he started his audit about March 21, 1951. 

Mr. Byrnes. That was right-after the Kefauver hearings? 

Mr. Wixxs. Yes, sir; it was. 
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Mr. Byrnes. But you have no information yourself as to what 
audits were or were not made between 1936, and the audit that was 
started in March of 1951? 

Mr. Wurxs. Not of the Brewers Institute; no, sir, I don’t. That 
is a matter that came under the jurisdiction of the internal revenue 
agent’s office. 

Mr. DeWrnp. Do you know it to be a fact, Mr. Wilks, that 50 
percent of the contributions to the so-called public relations funds 
were allowed during all of those years without question ¢ 

Mr. Witxs. Yes; I know it to be a fact. 

Mr. DeWrnp. So there was no audit beyond that, the 50 percent 
was automatically allowed; was that not what it was during those 
years ¢ 

Mr. Wirxs. It has been an automatic allowance over all the years 
since that started ; yes, sir. 

Mr. Byrnes. It does not show that any check was made to deter- 
mine whether that 50-50 formula represented a reasonable relationship 
between deductible expenditures and nondedubtible expenditures ¢ 

Mr. Wixxs. No: it does not. 

Mr. DeWinp. Mr. Wilks, as part of your investigation of possible 
tax liabilities of Mr. Samish, have you tried to obtain the records to 
establish the manner in which the public-relations fund was dis- 
bursed ¢ 

Mr. Wixks. Yes, sir; I have. 

In that connection, when Mr. Samish testified before the Senate 
Crime Committee, or the Kefauver committee, he did not produce 
certain records which he subsequently did produce to Internal Reve- 
nue Agent Morgan when he made his examination of the California 
State Brewers Institute. 

Mr. DeWinv. What records were those that he produced that he 
did not produce before the Kefauver committee? 

Mr. Wixks. He produced a good portion of the bank statements 
and canceled checks which he stated in his testimony in the Kefauver 
committee he had thrown in the wastebasket, and also he produced a 
good portion of supporting invoices from vendors, 

As I understand it, they had to go out and dig up some of the in- 
voices from the vendors, have them make duplicates, but they did 
have some of the invoices there in his office. 

Mr. DeWrnv. What about these canceled bank statements and can- 
celed checks that Mr. Samish said he threw in the wastebasket when he 
testified before the Kefauver committee ? 

Mr. Wi1ks. We took the matter up with Mr. Samish, and at the 
time we took it up with him we took sworn testimony from him and 
asked him about it. 

Mr. DeWtinp. Do you have those questions and answers there? 

Mr. Wirks. Yes, sir; I do. 

Mr. DeWinp. Could you read the portion relating to the canceled 
checks ? 

Mr. Wirgs. Yes, sir. 

‘This sworn testimony taken from Arthur H. Samish on November 
14, 1951. 

I am asking Mr. Samish. 


Question: Mr. Samish, I refer you to the official transcript before the Senate 
Crime Committee here in San Francisco. On page 1185 you are testifying as to 
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what disposition you made of the checks on the 5-cent fund. You state: “Well, 
I do one of two things. I may look them over, if I have time to, or if I feel in- 
clined to, or I may throw them in the wastebasket. I certainly don’t keep then 

Also, on page 1186 you testify as follows: “I take the original analysis, so- 
called, and I take the recapitulation, the bank statement, and I take the can- 
celed checks, and I throw them in the wastebasket.” 

Now, Mr. Samish, how do you account for this testimony in view of the fact 
that when Internal Revenue Agent Robert Morgan made an examination of the 
California State Brewers Institute you furnished him with canceled checks on 
the 5-cent fund for the period January 1, 1948, to August 31, 1949, and the 
monthly summary sheets from September 1949 to February 1951? 

Auswer by Mr. Samish: My answer to that, Mr. Wilks, you refer to page 115% 
of the transcript, wherein I say I take the original analysis, so-called, and I take 
the recapitulation and the bank statement and the canceled checks, and | 
throw them in the wastbasket. That is true. And when the internal-revenue 
agents or agent, at the request of Senator Kefauver, came to my office and 
asked for this accumulation of material, I excused myself and went to the 
wastebasket and produced it, with the statement as mentioned by you, together 
with the checks for that period. 

When Senator Kefauver asked me what I did with those, and I told him I 
threw them in the wastebasket, he didn’t ask me what I did with the wastebasket 


Mr. DeWinp. Was that the end of that questioning? 

Mr. Wiixs. No. We asked him several other questions. 

Would you care to have me read that ? 

Mr. DeWrnp. Yes; you might continue the questioning on that par- 
ticular aspect. 

Mr. Wiixs. The next question was asked Mr. Samish by Mr. Kist- 
hardt, who was the internal revenue agent cooperating in the investi- 
gation with me: 

Question : 

I want to ask you, Mr. Samish, whether a file cabinet would be synonymous 
with wastebasket? 

Answer: 

I don’t think so. It could be. They are built like a file cabinet. But they 
were in the wastebasket, and I pulled them out and gave it to them. It was 
my pleasure to do it. 

(Question by Mr. Wilks: 

Well, where were those checks you turned over to Revenue Agent Morgan? 

Answer: 


The wastebasket. 


Question : 


Well, why didn’t you produce those to the Senate Crime Committee? 

Answer: 

He asked me at the time, and I looked all over for them, and he said, “What 
do you do with them?” and I said, “I threw them in the wastebasket.” 

I kept on looking, and when the Government agents came in it was my desire 
to cooperate, and I finally found the wastebasket containing the records I 
turned over to him. 

Mr. DeWinp. That is the end of that line of questioning? 

Mr. Wirks. Yes, sir. 

Mr. DeWrnp. From these records that were turned over by Mr. 
Samish have you been able to establish what portion of the so-called 
public-relations fund is clearly not taxable to Mr. Samish ? 

Mr. Wixks. Yes; we have been able to establish pretty well what 
portion is not taxable to him. . 
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Mr. DeWrnp. Mr. Wilks, at the present time has any recommended 
action to assess Mr. Samish with income taxes been taken based on 
including in his income any part of this fund ? 

Mr. Wirks. No, it hasn’t, because our investigation is still in the 

rocess of being made, and is a continuing investigation. 

Mr. DeWinp. Have you completed the portion of your investiga- 
tion which relates to the Brewers Institute public-relations fund? 

Mr. Wixrks. No, sir, we haven’t. We have some further investiga- 
tion to do on that. 

Mr. DeWrnp. Could you p lease tell the committee the reason why 
you are continuing that investigation instead of proposing an addi- 
tional assessment against Mr. Samish and letting Mr. Samish prove 
what items are not wpe included in his income ? 

Mr. Witks. Well, it isn’t the police vy to stop in the middle of an 
investigation and mi: she any assessments against the taxpaver. You 
wait until the investigation is completed. After all, there may be 
additional tax to be assessed, and you would have no way of knowing 
what the final analysis might be until the investigation 1s completed. 

Mr. DeWinpb. Has Mr. Samish conceded the receipt of the funds in 
the public-relations fund, or any part of them ? 

Mr. Wirks. No, he hasn't. 

Mr. DeWrnp. By “receipts” I mean not that he concedes it would 
be his income, but does he admit that he received—— 

Mr. Wis. That is what I thought you meant, that he admitted 
it was his income. No; he hasn't admitted any such thing. 

Mr. DeWinp. But he does admit that he received all or part of this 
fund himself, not to keep, but he actually had possession of the fund 
or part of it? 

Mr. Wirxs. Well, I would say that he was pretty much in control 
of the fund, that the evidence indicates that; and in that connection, 
during the Kefauver testimony Mr. William Baker, who was the vice 
president of the institute, testified then that Mr. Samish decided the 
political and er ative uses of the fund. 

Mr. DeWinp. Can you say that it is your theory and the theory of 
the Bureau in asians this investigation that, as to any of these funds 
the disbursement of which Mr. Samish can prove, you will not include 
those in his income, but, as to any portion of the fund the disbursement 
of which he cannot prove, you will include that in his income ¢ 

Mr. Wrixs. I will say this. We intend to complete our investiga- 
tion of Mr. Samish’s handling of the fund, and it will be a complete 
and detailed investigation. and whatever funds the evidence shows 
should be taxes to Mr. Samish will be taxed to him. 

Mr. DeWrnp. I simply wondered what the theory was. 

Mr. Byrnes. Are you going to go ahead and prove his deductions 
for him, or are you going to make him prove the deductions himself of 
the deductible items ? 

Mr. Wis. As far as the fund goes, a lot of the items are proven to 
be legitimate business expenses. They are already proven. Mr. 
Morgan has proven that in his report. A lot of the expenditures from 
the fund are made in cash. 

Mr. Byrnes. Are you going to give him credit for those items that 
you can prove yourself are legitimate deductions, or are you going to 
make him prove it and assess him for anything that he cannot prove? 
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Mr. Wi1as. I wouldn’t want to make a statement or arrive at a coi- 
clusion now as to what we definitely intend to do in regard to taxing 
Mr. Samish on the fund. We will tax any income that the evidence 
shows should be taxed to Mr. Samish. We are in the process of co):- 
tinuing our investigation of that fund and we have not arrived at 
definite conclusion. 

Mr. Byrnes. I think the thing that is bothering the committee 
that for most taxpayers it is up to the taxpayer to prove that a deduc 
tion he takes is an allowable deduction. It seems, in the case of some 
few taxpayers, the same rule does not apply, that the Government 
feels it has to prove a case, rather than put the burden on the taxpayer. 

I am wondering what theory you are going to go on in your audit 
and assessment in this case with respect to Mr. Samish. 

Mr. Wixxs. Of course, we can’t prove a deduction. Naturally we 
will include that. We are not going to make any arbitrary assessments 
unless absolutely necessary. 

Mr. DeWinpv. That is what I was trying to get at, Mr. Wilks, the 
question of what theory you are following. 

Mr. Wuxs. The only thing in question really in the 5-cent fund js 
the cash expenditures which allegedly are spent for political purposes. 
We don’t know what they are spent for. 

Mr. Byrnes. Therefore, can you not make an assessment on tha‘ 
basis, and let him prove that they are deductible items? 

Mr. Wixks. Possibly we could, but, as I say, we have not arrived at a 
conclusion yet because we have not completed the investigation. 

Mr. Byrnes. On the present state of the law, is it not a requirement 
that the taxpayer has the burden of proving the full expenditure has 
been made in the case of things he lists as deductions? 

Mr. Wrixs. In ordinary audits made by the internal-revenue 
agent’s office the burden of proof is usually on the taxpayer to prove 
his deductions, yes. 

Mr. Byrnes. Why does not Mr. Samish have the same burden 
of proof that the average individual has? 

Mr. Wiixs. He undoubtedly has. 

Mr. Byrnes. But it has not been forced up to date; is that correct ! 

Mr. Wiixs. We are not stopping in the middle of our investiga 
tion and making any assessments. You can see that, that we wouldn't, 
because, after all, this i is only one phase of the investigation of Mr. 
Samish, and that is not completed yet, so we don’t know what the 
final analysis will be. 

Mr. DeWinp. That is routine practice, is it not, Mr. Wilks, to delay 
the making of any proposed deficiencies until the completion of the 
examination ? 

Mr. Wirxs. Yes. . They never make deficiencies before the comple- 
tion of investigations unless there is a need for a jeopardy assessment. 

Mr. DeWrnp. I think that is the point the committee was trying 
to get at. 

Mr. Wixks. That is right. If there is a need for a jeopardy assess- 
ment in certain cases, they make immediate assessment, but that is 
not the case here. 

Mr. Kran. I believe that Mr. Samish testified before the Kefauver 
committee that he made certain contributions to certain political 
candidates. Would you not feel that if Mr. Samish would receive 
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X dollars from this fund, and he claims that it was spent in political 
contributions, that you should have proof that he gave it to candidate 
Y, and either a receipt from candidate Y or some proof that he gave 
it before it would be allowed as a deduction ? 

Mr. Wirxs. We have asked Mr. Samish for proof of what he spent 
it for. 

Mr. Kean. You have asked him for it? 

Mr. Wixks. Yes. 

Mr. Kean. Have you gotten it? 

Mr. Wiixs. No, we haven't. 

Mr. Kean. Do you not think if you do not get it that he should be 
assessed for that amount until he proves to your satisfaction where he 
spent that money? 

Mr. Wixks. He may be assessed for that. 

Mr. Kean. What? 

Mr. Wirxs. He may be assessed for that when the investigation 
is complete. 

Mr. Kean. If he is not, what is the theory, as my colleague says? 
You say he may be. 

Mr. Wuxs. If he is not, we will have evidence to show that he 
shouldn’t be. If he is, we will have evidence to show that he should 
be assessed. 

Mr. Kean. But for 15 years in the past, these contributions have 
been made, and the Bureau has never attempted to assess them for 
that amount. 

Mr. Wixxs. Well, in the past, as you know, they have had this 50 
percent allowable and 50 percent deductible, and that has just been 
carried up the line. But that was in connection with ordinary audits 
made by the revenue agent’s office. 

Mr. DeWinp. What I was trying to get at a moment ago, Mr. 
Wilks, was this, and I think it is what the committee would like to 
understand : What is the theory of your proceedings? Is it this: that 
vou find Mr. Samish has certain control over certain funds? 

Mr. Wiixs. Yes. 

Mr. DeWinp. And you are going to treat those funds which he has 

ontrol over as his income, and you are going to let him take deduc- 
tions on whatever he can prove he has spent on deductible items? 
Is that the theory? 

Mr. Wiiks. Naturally he could not be assessed for items which he 
can prove are spent for legitimate business expenses. 

Mr. DeWinp. As I understand the situation, it is this: Mr. Samish 
says he makes disbursements from this fund upon the approval and 
direction of the Brewers Institute, is that right? 

Mr. Wirxs. That is his claim, that it is with the approval of the 
institute, 

Mr. DeWinp. And he has the control over those disbursements ? 

Mr. Wixks. He claims he is just an agent of the institute. 

Mr. DeWinp. What I was trying to get at is this. Is it your theory, 
as to any of the amounts which he has control over which he can not 
show he disburses to a definite source, that you will treat them as his 
income # 

Mr. Wirxs. I don’t want to be put in the position of stating defin- 
itely at this time what we definitely will do with a part of the fund. 
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Mr. DeWrnp. Are you saying you have not made up your mind yet 
as to what theory you will follow ? 

Mr. Wrixs. We have not decided definitely just what todo with that. 

Mr. DeWrnp. Let me put it another way; this is the question, is it 
not: whether these funds, the disbursement of which Mr. Samish has 
control over, should be treated as his income, except to the extent 
that he can prove the disbursement. Is that the question you are dea|- 
ing with? 

Mr. Wiixs. These cash items that he expends allegedly for politica! 
purposes probably could be taxed to Mr. Samish if he could not prove 
where they went to, if that is what you mean. 

Mr. DeWrnv. If he proved the disbursement he would not 
taxed upon it? 

Mr. Winks. That is right. 

Mr. DeWrnp. But if he does not prove definitely he made the dis- 
bursements he claimed ¢ 

Mr. Wirxs. The day he has not proved where the disbursements 
went he will be assessed. 

Mr. Byrnes. You say he could be assessed. Is he going to be? Is 
that the theory you are going to go on, that you are going to assess / 

Chairman Ktne. I think some members of the committee feel you 
are in the policy level of the Treasury Department. Maybe that 
should be made clear. 

Mr. Wixxs. I don’t see how I could say definitely what is going to 
be done with a proposed assessment until we complete our audit of 
his association with the fund. 

Mr. Byrnes. I can understand the position taken by the chairman, 


and I do not want you to be determining policy, but I am trying to find 
out whether you do not have some policies, at least, that you are pro 
ceeding on, and the question of whether it is going to be your pret 


that, unless he proves that he has made the expenditure it will not 
be considered as a deductible expenditure. These cash items, I am 
talking about. 

Mr. Winks. All right. Since you apparently insist that I answer 
that directly, I will state “Yes, he will be taxed for them unless he 
can prove it.” 

Mr. DeWinp. That is, in your report, that is the theory you are fol- 
lowing—that report has to be reviewed by superiors in the Depart- 
ment—but that is the theory on which you are proceeding at the audit 
level ? 

Mr. Wixks. Yes. 

Chairman Kine. What knowledge have you, Mr. Wilks, of other 
businesses or combinations of businesses that have a similar situation 
to this in your experience ? 

(No response. ) 

Chairman Kine. Where combinations of businesses will affiliate for 
the purpose of creating a fund to be disbursed for public relations ? 

Mr. Wizas. I have not had any experience with anything like this 
beTore. 

Chairman Ktxe. Would you consider it a rather unique situation ? 

Mr. Wirxs. I suppose you would, but not knowing if it exists any 
where else, I couldn’t say definitely. , 
— Kine. Here you would feel that it would be unique, 
ocally ¢ 
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Mr. Wixxs. Yes. 

Mr. DeWinp. Have you any estimate of how long it will take you to 
complete the investigation as far as the special agents are concerned 

Mr. Witxs. That I cannot state definitely, for the reason that a man 
as prominent as Mr. Samish, who has been in the limelight as much 
as he has, you literally get dozens and dozens of leads and information 
reports on him. It is our intention to examine each one of these that 
appear to have any merit whatsoever in them, so I could not state 
definitely how long it might take to complete the investigation. 

Mr. DeWrnp. On the basis of what you have to work on at the 
present, is it going to be a substantial period, in your view, before it is 
completed, that is, just on the basis of the workload you know of now ‘ 

Mr. Wirxs. Yes; 1 think it will be a substantial period. 

Mr. DeWinpv. Thank you, Mr. Wilks. Those are all the questions 
I have, Mr. Chairman. 

Chairman Kine. You may be excused, Mr. Wilks. ‘Thank you for 
your cooperation. 
~ Chairman Kine. Mr. Morgan, please. Is Mr. Morgan in the room? 

( No response. ) 

Chairman Kine. There will be a short recess. 

(Short recess. ) 

Chairman Kine. Mr. Morgan, will you take the stand, please. Will 
you besworn. Do you solemnly swear that the testimony you are about 
to give will be the truth, the whole truth, and nothing but the truth, 
so help you God? 

Mr. Morean. | do. 

Chairman Kine. Be seated, please. 


TESTIMONY OF ROBERT W. MORGAN, INTERNAL REVENUE AGENT, 
SAN FRANCISCO, CALIF. 


Mr. DeWinv. Mr. Morgan, what is your full name? 

Mr. Morcan. Robert W. Morgan. 

Mr. DEW rnp. What is your position ? 

Mr. Morcan. Internal revenue agent. 

Mr. DeWinp. Where is your post of duty? 

Mr. Morean. San Francisco. 

Mr. DeWinpv. Mr. Morgan, Mr. Wilks testified here that you were 
assigned to investigate the deductibility to the contributors to the 
brewers Institute fund of the amounts contributed to the so-called 
public relations fund, and the general fund. 

Mr. Morean. That is correct, sir. 

Mr. DeWrnp. You were assigned to that job in March of 1951, is 
that right ? 

Mr. Morcan. Approximately that date. 

Mr. DeWrnp. Mr. Wilks said you have completed a report which 
has been transmitted to Washington ? 

Mr. Morgan. That is correct. 

Mr. DeWinp. That report was transmitted last July, is that cor- 
rect ¢ 

Mr. Morean. July 20, 1951, is the date of the report. I would as- 
sume that it was transmitted approximately that date. 

Mr. DeWinp. Mr. Morgan, the committee has been told that for a 
period of years, going back to at least 1936, the contributors to the 
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Brewers Institute have been permitted to deduct 50 percent of the 
amounts contributed to the so-called 5-cent public relations fund, js 
that correct ? 

Mr. Morean. That is my understanding. 

Mr. DeWrnp. That 50 percent was allowed each year without audi: ’ 

Mr. Morcan. There were several investigations made by interna! 
revenue agents that I have noted in my report, one with respect t 
the year 1936 and one with respect to the year 1941. 

Mr. DeWrnp. 1941 was the Yast examination ¢ 

Mr. Morean. Yes, sir. 

Mr. DeWinp. And that resulted in the 50 percent being allowed. 

Mr. Morean. That is correct. 

Mr. Kran. Was the 50 percent being allowed in 1936, too? 

Mr. Morean. That was the approximate amount. I state here 
my report: 

In that year the amounts paid by the members to the public relations fund ec 
stituted 48.1044 percent of the total paid to the institute. The agent concluded 
that one-half of the amounts paid to the public relations fund were not deductib), 
by the contributors since this portion had been expended for lobbying purpose: 
the promotion or defeat of legislation, the exploitation of propaganda. 

Mr. Kean. That was in 1936? 

Mr. Morean. Yes, sir. 

Mr. Kean. And the examiner in 1941 studied it and ratified thy 
same understanding that 50-50 would be allowed ¢ 

Mr. Morgan. That is correct, sir. 

Mr. Byrnes. What did they find was the actual percentage back 
in 1941? 

Mr. Morean. I don’t believe that the report in that year made an\ 
calculation of the exact percentage. 

Mr. Byrnes. Who made that report in 1941? 

Mr. Morean. I don’t have a copy of that report, and I don’t refer 
to the name of the revenue agent in my report. 

Mr. Byrnes. Have you seen that report? 

Mr. Morgan. Yes, sir; it is in our files at 74 New Montgomery) 
Street. 

Mr. Byrnes. Was it a complete report and audit of the account 
for the year 1941? 

Mr. Morean. The report itself, both of them, as a matter of fact, 
were quite sketchy. Of course, I don’t know what amount of work 
or working papers that the agent may have had, but the report in the 
file is a very brief statement of his conclusion. 

Mr. Byrnes. Do you not have the working papers in the file? 

Mr. Morean. No, sir. 

Mr. Byrnes. And you do not know what happened to those? 

Mr. Morean. I would assume because of the passage of considerable 
time that they probably were destroyed. That is the usual practice. 

Mr. Byrnes. But there is nothing to show, for instance, that there 
was an actual audit in 1941 which took each item and traced it through 
to the ultimate purpose for which it was spent, and all of the money 
actually received ? 

Mr. Morean. That is right. There is no indication of the extent 
to which the agent went in arriving at that conclusion. 

Mr. Byrnes. In other words, it would appear from the report that 
it was not an extensive audit? 
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Mr. Morgan. That would be my supposition. 

Mr. DeWinp. Is there any information whatever upon which this 

| percent allowance can be supported as a matter of law, or was it 
‘ust an arbitrary figure that was fixed without justification ¢ 
' Mr. Morean. Of course, I can’t speak for the revenue agents. 

Mr. DeWrnp. I am not asking you that. I am just asking } you as 
a revenue agent: re an you see any possible theory on which you justify 
an arbitrary 50 percent allowance ? 

Mr. Morean. No, sir; not an arbitrary allowance. 

Mr. DeWrnp. That is what this was, was it not? In the nature of 
things it could not have been 50 percent every year. It was just an 
arbitrary fixing of the figure / 

Mr. Morean. That is right. 

Mr. DeWrnp. Is there any reason why it should have been that 
way? Why cannot the matter be audited every year, and allowance 
viven for everything that is proved as a proper business expense ? 

Mr. Morean. That is the proper way it should have been handled, 
in my opinion. 

Mr. DeWrinp. That is what you are proposing in your report, to 
allow only those expenses which are proved to be reasonable and 
necessary business expenses ¢ 

Mr. Morgan. Yes, sir. 

Mr. DeWinp. You covered the years 1948, 1949, and 1950; is that 
correct ¢ 

Mr. Morean. That is correct, s 

Mr. DeWinp. For those 3 years, what percentage of the so-called 
ublic-relations fund did you find was actually expended for deducti- 
ble purposes ? 

Mr. Morgan. The percentages that I have computed in my report 
are the amounts that would not be allowed. 

Mr. DeWinpv. What percentages did you find out of the public-rela- 
tions fund were not allowable ¢ 

Mr. Morean. In 1948, the percentage is 88.3069; in 1949, 70.5580; 
in 1950, 82.0372 

Mr. DeWtnp. So for those 3 years the 50-percent allowance was 
substantially too great, that is, the allowance of 50 percent deduction 
was too great ¢ 

Mr. Morcan. Yes; by the difference between 50 percent and those 
percentages, 

Mr. DeWinp. A range of 30 percent down to as little as 12 percent ? 

Mr. Morean. That is correct, sir. 

Mr. DeWinp. Did you also find that some portions of the so-called 
general fund were in fact used for nondeductible purposes? 

Mr. Morgan. Yes, sir. In 1948 I found that 14.4605 percent was 
nondeductible. 

Mr. DeWinpo. What about the years 1949 and 1950? 

Mr. Morean. I considered that the entire amount in those years 
was deductible. 

Mr. Kean. At present the entire amount of the general fund has 
been allowed to be deductible ? 

Mr. Morean. That is correct, sir. 

Mr. DeWrnp. You are proposing to disallow almost 15 percent of 
the general fund for the year 1948 # 

Mr. Morcan. That is correct. 
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Brewers Institute have been permitted to deduct 50 percent of the 
amounts contributed to the so-called 5-cent public relations fund, js 
that correct ¢ 

Mr. Morean. That is my understanding. 

Mr. DeWrnpv. That 50 percent was allowed each year without audi: ? 

Mr. Morean. There were several investigations made by intern,| 
revenue agents that I have noted in my report, one with respect t 
the year 1936 and one with respect to the year 1941. 

Mr. DeWrnp. 1941 was the last examination ¢ 

Mr. Morean. Yes, sir. 

Mr. DeWinp. And that resulted in the 50 percent being allowed. 

Mr. Morean. That is correct. 

Mr. Kean. Was the 50 percent being allowed in 1936, too? 

Mr. Morean. That was the approximate amount. I state here 
my report: 

In that year the amounts paid by the members to the public relations fund co: 

stituted 48.1044 percent of the total paid to the institute. The agent concluded 
that one-half of the amounts paid to the public relations fund were not deductib': 
by the contributors since this portion had been expended for lobbying purpose~ 
the promotion or defeat of legislation, the exploitation of propaganda. 

Mr. Kean. That was in 1936? 

Mr. Morean. Yes, sir. 

Mr. Kean. And the examiner in 1941 studied it and ratified tl. 
same understanding that 50-50 would be allowed ? 

Mr. Morean. That is correct, sir. 

Mr. Byrnes. What did they find was the actual percentage back 
in 1941? 

Mr. Moraan. I don’t believe that the report in that year made an) 
calculation of the exact percentage. 

Mr. Byrnes. Who made that report in 1941? 

Mr. Morean. I don’t have a copy of that report, and I don’t refe: 
to the name of the revenue agent in my report. 

Mr. Byrnes. Have you seen that report ? 

Mr. Morean. Yes, sir; it is in our files at 74 New Montgomery) 
Street. 

Mr. Byrnes. Was it a complete report and audit of the account 
for the year 1941? 

Mr. Morean. The report itself, both of them, as a matter of fact, 
were quite sketchy. Of course, I don’t know what amount of work 
or working papers that the agent may have had, but the report in the 
file is a very brief statement of his conclusion. 

Mr. Byrnes. Do you not have the working papers in the file? 

Mr. Morean. No, sir. 

Mr. Byrnes. And you do not know what happened to those? 

Mr. Morcan. I would assume because of the passage of considerable 
time that they probably were destroyed. That is the usual practice. 

Mr. Byrnes. But there is nothing to show, for instance, that there 
was an actual audit in 1941 which took each item and traced it throug! 
to the ultimate purpose for which it was spent, and all of the money 
actually received ? 

Mr. Morgan. That is right. There is no indication of the extent 
to which the agent went in arriving at that conclusion. 

Mr. Byrnes. In other words, it would appear from the report that 
it was not an extensive audit ? 
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Mr. Morgan. That would be my supposition. 

Mr. DeWrnp. Is there any information whatever upon which this 
50 percent allowance can be supported as a matter of law, or was it 
just an arbitrary figure that was fixed without justification ¢ 

Mr. Morean. Of course, I can’t speak for the revenue agents. 

Mr. DeWinp. I am not asking you that. I am just asking you as 
a revenue agent: Can you see any possible theory on which you justify 
an arbitrary 50 percent allowance? 

Mr. Morgan. No, sir; not an arbitrary allowance. 

Mr. DeWinp. That is what this was, was it not? In the nature of 
things it could not have been 50 percent every year. It was just an 
arbitrary fixing of the figure ¢ 

Mr. Morean. That is right. 

Mr. DeWrnp. Is there any reason why it should have been that 
way? Why cannot the matter be audited every year, and allowance 
given for everything that is proved as a proper business expense ¢ 
~ Mr. Morean. That is the proper way it should have been handled, 
in my opinion. 

Mr. DeWinp. That is what you are proposing in your report, to 
allow only those expenses which are proved to be reasonable and 
necessary business expenses ? 

Mr. Morean. Yes, sir. 

Mr. DeWrnp. You covered the years 1948, 1949, and 1950; is that 
correct ¢ 

Mr. Morean. That is correct, sir. 

Mr. DeWinp. For those 3 years, what percentage of the so-called 
ublic-relations fund did you find was actually expended for deducti- 
bie purposes ? 

Mr. Morean. The percentages that I have computed in my report 
are the amounts that would not be allowed. 

Mr. DeWinv. What percentages did you find out of the public-rela- 
tions fund were not allowable ¢ 

Mr. Morean. In 1948, the percentage is 88.3069; in 1949, 70.5580; 
in 1950, 82.0372. 

Mr. DeWinp. So for those 3 years the 50-percent allowance was 
substantially too great, that is, the allowance of 50 percent deduction 
was too great? 

Mr. Morean. Yes; by the difference between 50 percent and those 
percentages. 

Mr. DeWinp. A range of 30 percent down to as little as 12 percent ? 

Mr. Morean. That is correct, sir. 

Mr. DeWinp. Did you also find that some portions of the so-called 
general fund were in fact used for nondeductible purposes? 

Mr. Morean. Yes, sir. In 1948 I found that 14.4605 percent was 
nondeductible. 

Mr. DeWinv. What about the years 1949 and 1950? 

Mr. Morean. I considered that the entire amount in those years 
was deductible. 

Mr. Kean. At present the entire amount of the general fund has 
been allowed to be deductible ? 

Mr. Morean. That is correct, sir. 

Mr. DeWrnpv. You are proposing to disallow almost 15 percent of 
the general fund for the year 1948 

Mr. Morean. That is correct. 
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Mr. DeWinp. What is the status of your report now, Mr. Morgan? 
It was transmitted to Washington in July 1951. Is that where i 
still is? 

Mr. Morean. As far as I know. 

Mr. DeWinp. For what purpose was it transmitted to Washington ? 

Mr. Morean. It was our understanding that normally our dec; 
sions are not referred to Washington directly, but in this case we 
were told by the institute that at least two cases, one in North Caro- 
lina and one in Colorado, with respect to the year 1948 and with respect 
to the expenses applicable to a local-option campaign, had been de 
cided in favor of the brewing industry. In other words, the amounts 
expended on those campaign expenses had been allowed. It was my 
recommendation that they not be allowed, and because of that appar- 
ent conflict we decided that we would wransmit the report to Wash 
ington for their decision. 

Mr. DeWinp. Ordinarily this report would simply have been exam 
ined by the head of your office, and a 30-day letter issued, is that right ’ 

Mr. Morgan. That is correct, sir. 

Mr. DeWixp. That has not been done yet, and you have not had 
any report back from Washington ? 

Mr. Morean. That is right. 

Mr. DeWtinp. Do you know what division of the Bureau of Internal 
Revenue in Washington has the matter? 

Mr. Morcan. No; I don't. 

Mr. DeWrnp. Has any check been made of the review that the 
Bureau is giving it in Washington ? 

Mr. Morean. Not that I know of. 

Mr. DeWrnp. You do not know what has caused the delay in getting 
it back? 

Mr. Morean. No, sir; I do not. 

Mr. DeWinp. As to the other matter, Mr. Wilks said you had 
examined the question of the tax exempt status of the Brewers 
Institute. 

Mr. Morean. That is correct, sir. 

Mr. DeWrnp. What is the present status? 

Mr. Morean. It was granted a tax exempt status by the Bureau in 
a letter dated January 13, 1943. 

Mr. DeWinp. On what basis was it granted exemption ? 

Mr. Morean. It was granted exemption under the provisions of sec- 
tion 101 (7) of the Internal Revenue Code. 

Mr. DeWinp. Does that refer to business leagues ? 

Mr. Morean. Yes, sir. 

Mr. DeWrnp. In your report do you recommend that exemption 
under section 101 (7) as a business league be continued ¢ 

Mr. Morean. I do. 

Mr. DeWinp. You found no reason that the institute does not 
qualify as a business league ? 

Mr. Morgan. I could find no reason why it should not. 

Mr. DeWrnp. That is all, Mr. Chairman. 

Mr. Byrnes. I presume that when you started your investigation 
vou got all of the files of the internal revenue agent’s office concerning 
Mr. Samish or the institute ? 

Mr. Morean. I was concerned only with the institute’s reports. 

You see, I was not investigating the tax liability of Mr. Samish. 
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Mr. Byrnes. As far as the institute is concerned do you have all 
of the records that were ever made with regard to the institute at your 
disposal ? 

Mr. Morecan. Yes. 

Mr. Byrnes. Were any audits or reports made for any years other 
than 1936 and 19414 

Mr. Morcan. No, sir. 

Mr. Byrnes. Was there any recommendation received from any- 
body in the collector’s office or any other internal revenue agent sug- 
gesting the advisability of an audit? 

Mr. Morcan. No, sir 

I saw nothing in the file except those two reports that I mentioned. 

Mr. Byrnes. Nothing was done, in other words, on this institute 
matter from 1941 until you began your investigation on March 21, 
1951 ¢ 

Mr. Morgan. As far as the file shows. 

It may be that an agent in verifying a deduction on the part of 
some brewery may have done some investigation, satisfied himself that 
the 50 percent Was approximately correct, and turned in no report on 
the institute, but the file disclosed no such action. 

Mr. DeWrnp. In fact, in none of the years that you examined did 
the 50 percent figure seem to be anvw here near correct ? 

Mr. Morcan. That is correct. 

Mr. Kean. Roughly figuring, for a period of 10 years, if that figure 
was about correct it would seem, then, figuring a corporation tax aver- 
aging about 40 percent, there would be a loss to the Government of 
about $200,000, as I figure it. owing to the decision of the Govern- 
ment, over a period of 10 years. 

Mr. Morean. I would like to point out that I considered my figures 
very carefully, but on the other hand this question as to where to draw 
the line between allowable lobbying expenses and unallowable is a 
very hazy zone, so that it might be a little unfair to draw a conclusion 
that these percentages would be allowable if carried up into the courts, 

Mr. Kean. In general the amounts that you allow as deductible are 
things like salaries and stenographie help; and so forth? 

Mr. Morean. I even went so far as to make an allocation of those 
expenses, particularly in 1948 when that local option campaign was 
earried on here in California. 

(As a matter of fact, I allocated, as I recall, 50 percent of Mr. Sam- 
ish’s salary to the activities of that campaign. 

Mr. Kean. So you did not allow his entire salary? 

Mr. Morgan. Oh, no; in fact, that year I think I disallowed three- 
quarters of it, allowing one-half to campaign and one-quarter to 
litical activities, considering that one-quarter only was allowable 
Ser adher webite relations activities. 

Now, it might be that if this thing were carried to the tax court 
by some brewers they might establish that more would be allowable 
than I have determined. 

After all, this is just a recommendation. 

Mr. Byrnes. Is there any chance that the Government might in the 
tax court show that less was allowable than you show was allowable 
here? 
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Mr. Morean. Of course, the impetus in that direction would be fr: 
the breweries. If they contest this action they might possibly justi/ 
a higher percentage of allowable expenses. 

Do I make myself clear? 

Mr. Byrnes. Yes; but would it also be possible that the Gove: 
ment might be successful in proving- 

Mr. Morcan. I see what you mean. 

Mr. Byrnes. (continuing). That you were a little lement wi 
him in this instance, even using the 80 percent figure? 

Mr. Morcan. That is a possibility, of course. 

Mr. Byrnes. You did not try to construe the law very strict! 
against Mr. Samish or in favor of the Government ? 

Mr. Morcan. I considered that I protected the Government’s inte: 
est: ves, sir. As a matter of fact, the campaign expenses issue is 
highly controversial issue right now. As I have mentioned, there ar 
two cases, one in a local-option campaign in North Carolina, and thi- 
Colorado United case, in which the Bureau came to the conclusio: 
that the liquor industry was entitled to deduct expenses to protect 
its interests. 

Mr. Byrnes. In other words, you did resolve all doubts in this area 
in favor of the Government rather than in favor of Mr. Samish? 

Mr. Morgan. That is correct. 

Mr. Byrnes. Who approved the 50-percent allocation agreeme1 
that was entered into apparently in the first instance ? 

Mr. Morean. I wouldn't call it an agreement. My understanding 
from reading the report is that the revenue agent made an analysis 
of the expenditures similar to what I did, and in that particular year 
arrived at this percentage of 48 percent, so they just rounded it off 
to make it an even 50 percent. 

Mr. Byrnes. That was back in 1936? 

Mr. Morean. That is right. 

Mr. Byrnes. Then another report was made in 1941, or an andit 
of the year 1941, which again was a rather sketchy audit ? 

Mr. MorGan. That is correct. 

Mr. Byrnes. He took 50 percent again ? 

Mr. Morean. That is correct. 

Mr. Byrnes. Who approved of that allocation ’ 

Mr. Morean. Of course, all revenue agents’ reports must be ap- 
proved by the office. 

There is a review staff, and of course technically the revenue agent 
in charge is responsible. 

Mr. Byrnes. Where did the understanding arise that you always 
treat this as a 50-percent operation, and therefore never have an audit 
each year ? 

How did that come about? What is the history of that? 

Mr. Morean. That, of course, is all that I know from opening up 
the file. I wouldn't know any more about it than you would if you 
opened up the file. 

Mr. Byrnes. I thought there was a general understanding on the 
part of the brewery industry here that each year 50 percent of their 
contribution to this 5-cent fund would be « considered a business deduc- 
tion; is that not correct ¢ 

Mr. Moroean. I think that it just went back and forth more than 
anything else. I think these two investigations in the interval there 
of about 5 years disclosed this approximate percentage. 
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| am not trying to justify it. I believe that an audit should be made 
each year, because obviously in some years, particularly election years, 
the amount would be higher than it would be on an off-year. 

lhe tax effect, of course, is small with respect to each member. | 
mean, in the aggregate, as you pointed out, it might be a sizable 
stiltl. 

[ rather think that this has probably been the first time that some 
body has looked at it from an over-all picture. 

You see, the ordinary circumstance would be that the revenue agent 
would have one brewery. He might go in and consider that he didn’t 
have sufficient time to make an exhaustive analysis of the expenditures 
of this fund, because if he even disallowed an additional 10 percent 
perhaps the tax effect would be very small, and after all, we can only 
audit a very small part of the total number of returns that are filed. 

So I rather think that that is the practical situation. 

Mr. Byrnes. Most of the members of the institute had corporate 
returns audited periodically, did they not ¢ 

Mr. Morean. Yes; those are the returns that I am speaking of. 

Mr. Byrnes. Would it not be true that the agents in those cases 
always inquired as to whether the 50 percent was a continuing proposi 
tion ¢ 

Mr. Morgan. That is correct, sir. That is the way I felt when I 
made my first examination; that is why I went into it. 

Mr. Byrnes. You made an audit of one of the members of the 
inst tute tn the first instance / 

Mr. Morgan. Oh, yes; that is the reason | went into the thing. 

Mr. Byrnes. And that led you into the audit of the institute itself / 

Mr. Morean. That is correct. 

Mr. Kean. You did not do it as a result of the Kefauver committee / 

Mr. Morgan. Oh. no: I had several of the breweries assigned to 
me. I think that that probably emphasized the problem. 

I can understand the ordinary agent’s view. After all, 50 percent 
is a larger disallowance than is made on any other trade association 
that 1 am acquainted with. 

We all know as a practical matter that chambers of commerce. 
almost every large industry, say, the public-utility industry, main 
tains considerable lobbying. I don’t recall offhand that any of those 
that I have had experience with have made a larger disallowance than 
wv percent. 

Mr. Kean. I think this is somewhat of a unique fund. I do not 
believe there is any fund in the United States that has been managed or 
run the way this one has. 

Mr. Morgan. Possibly, from the standpoint of personnel, at least. 

Mr. Byrnes. Mr. Samish’s operations have not been particularly 
secret in California, have they ¢ , 

Mr. Morean. Not that I know of. 

Mr. Byrnes. It was known that he was pretty active in a lobbying 
capacity ¢ 

Mr. Morean. That is my understanding. 

Mr. Byrnes. So I am wondering whether that of itself would not 
put them on notice that this fund was not a chamber of commerce 
fund, but was in a little different category. 

Mr. MorGan. That is correct, although there are other activities that 
Mr. Samish sponsors for the breweries that I consider legitimate trade 
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association activities, such as publishing a monthly magazine, a 
there is a raft of statistics that go out to the member breweries, 
news bulletins. 

Of course, he maintains relationships with trade-unions. 

There are a multitude of activities that come under the heading 
public relations. 

But this political aspect, of course, has received the publicity. A, 

1 think, in the minds of the public, they feel as though the entire fi 
is political, but if you make an exhaustive analysis of the fund you \ 
see that there are many other activities involved. 

Mr. Byrnes. What steps should be taken in order to prevent 
recurrence of a situation such as developed here, where an orgal 
tion like the California State Brewers Institute and this special fund 
that was set up could avoid audit for a 10-year period? 

Mr. Morcan. I believe that with the publicity, of course, that this 
fund has had, that certainly our office will make an annual audit. 

Mr. Byrnes. But we may find that there are other funds existing 
other States that enjoyed or are still enjoying a similar status, and how 
can you prevent that from occurring / 

Mr. Morean. I am confident that that situation exists. And of 
course the brewery representatives themselves say that there is no 
reason why they should be discriminated against. 

Mr. Byrnes. I do not think there is, either, one way or the other. 

Mr. Morean. If other trade associations, business leagues, and 
those that have tax-exempt status under section 101 (7) of the code 
were Investigated, IT am sure that we would find some percentage of 
their funds were used for purposes that are not allowable under the 
regulations. 

Chairman Kine. We would probably find many of the great cooper 
atives similarly treated. 

Mr. Morean. I would imagine so. 

Chairman Kine. That is why I asked the last witness, Mr. Wilks, 
if he in his experience considered it unique, 

But from what you have described to us, Mr. Morgan, I do not 
think this situation would be unique. Perhaps it would be in one 
particular or another, but the over-all picture is the thing that has 
been enjoved by affiliates and groups of industry members, and as 
you have stated, chambers of commerce, and other persons who are 
interested not only in candidates but propositions, and so forth, gen- 
erally subscribe, and have through the years subscribed, to group 
activities. 

Mr. Morecan. I think that is a fair statement. 

Chairman Kine. And it perhaps would not be surprising if we 
found in the great cotton cooperatives and other great industries that 
band together, as they have a right to do, of course, that the same 
situation would exist there as to lack of audits through the years 
as we are finding here. 

The policy apparently has been set, it was not controversial, whether 
it was right or wrong, you may say, and it has just been allowed to 
continue. 

It seemed to have been all right in 1941, regardless of what sort 
of an examination had been given, and if someone did look at it 
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1942 he could not find any reason to dispute the 1941 findings, so it 
has just continued. 

Is that unfair? 

Mr. Morean. No; I think that is a very fair statement of the 
situation. 

Mr. Byrnes. Do you have any other funds around any other insti- 
tutions in this area that have as much money coming in and going 
out as this fund had, without being audited for a 10 year period ¢ 

Mr. Morgan. Not to my knowledge. 

Mr. Byrnes. This is a pretty high-priced institute or association; 
is it not? Is not the amount of money that is paid in and expended 
quite large compared to most organizations ¢ 

Mr. Morgan. I could not speak from personal knowledge. Simply 
as a reader of the newspapers, I would guess that the oil industry 
would have more to spend in this State. 

Mr. Byrnes. As an organization ? 

Mr. MoreGan. That is correct. 

Mr. Byrnes. Is it your belief that they have not been audited for 
some time ¢ 

Mr. MorGan. I have no know ledge of that. 

Mr. Byrnes. In your audit of this account, did you check at all on 
Mr. Samish’s individual liabilities ? 

Mr. Morcan. No, sir. That was Mr. Wilks’ responsibility. 

Mr. Byrnes. That is all. 

Mr. DeWinv. Mr. Morgan, as I recall, under the Revenue Act of 
1943, annual information returns were required for the first time by 
various tax-exempt organizations, including these trade associations 
and business leagues. Did the Brewers Institute file annual informa- 
tion returns ¢ 

Mr. Morcan. In what respect ¢ 

Mr. DeWinp. I mean form 990, annual information return, as to 
receipts and expenditures. 

Mr. Morgan. Yes, sir. I don’t know offhand what year they com- 
menced filing, but in the years I examined, they had filed returns. 

Mr. DeWinpv. Did those information returns disclose the manner in 
which the se-called public relations fund had been spent 4 

Mr. Morean. No,sir. It is my recollection that they did not account 
for the fund in the public relations fund at all. 

Mr. DeWixpv. They’ accounted for all other funds but not the 
public relations fund? 

Mr. Morean. That is correct. 

Mr. DeWrnp. Did they make any disclosure on the return that 
they were not accounting for the public relations fund ? 

Mr. Morcan. I believe they did. 

Mr. Kean. It was contrary to law, was it not, for them not to 
account for the public relations fund ? 

Mr. Morcan. I would think it would be. The practical situation 
over there was that they had two separate organizations. Mr. Hamil- 
ton was secretary of the general fund, and he was very careful to report 
all of his receipts and disbursements, and he was the one that filed the 
information Form 990. But of course the record keeping was what 
you might say deficient with respect to the public-relations fund. 
Very sketchy records. 
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Chairman Kring. It has been contrary to law, Mr. Morgan, for 
good number of the so-called racketeer cases and so forth that have 
just submitted so much and not itemized or declared where it came 
from or where it went. Nothing has been done with those cases 
throughout the country as far as you know? 

Mr. Morcan. Yes. 

Chairman Krve. Is it not true that in this district a man could earn 
substantial funds, and in his annual return just declare miscellaneous, 
declining to go into detail, and nothing has been done about those 
individuals as far as you know? 

Mr. Morean. If we get a return in our office and a substantial sim 
is reported under “Other income,” for example. with no descriptive 
information, we make a special point to investigate. IT am always 
suspicious of anything of that nature. 

Chairman Kine. But if they still decline to tell you where it came 
from, there is not much you can do about it, is there ¢ 

Mr. Morcan. That is correct. 

Chairman Krne. The next year you find the same sort, and there 
not much you can do about it again ? 

Mr. Morean. No. We can attempt to verify the income. I think 
we would give that type of an individual a more exhaustive examina 
tion than we would some other person that appeared to have reported 
all his income and made full disclosure. 

Chairman Kine. But he could toss in an item of a large amount, \ 
will say $35,000, and mark it “Miscellaneous.” If he declines an 
states he has no receipts, that he does not do business that way, deals 
entirely in cash, and if you are not able to investigate him suce essfully, 
he can continue to do that sort of thing. 

Mr. Morean. Yes. 

Chairman Kine. And you cannot charge him, or at least they ha 
not been charged to date. 

Mr. Morean. No: as far as I know there is nothing we can charg 
him with. 

Mr. Kean. There is a provision in the law that a man must kee 
records. 

Mr. Morcan. That is correct. 

Mr. Kean. And if he has not kept records for 1 year, and the agent 
tells him that he must keep records, if he does not do so the next vear, 
I think you are in a position where you can penalize him. 

Mr. Morcan. That is correct. The last year or so—— 

Mr. Kean. The Bureau has just woke up to that since this commit 
tee was organized. 

Mr. Morea. Is that right? 

Mr. DeWinp. Mr. Morgan, I have a photostatic copy of the 1947 
Form 990 information return of the Brewers Institute, that is Cal 
fornia State Brewers Institute. I notice on an attached sheet it say: 
“This statement does not include payments on barrelage paid by brew 
ers through the agency of the Institute for legislative purposes.” That 
is the public relations fund, is it, that it refers to? 

Mr. Morean. That would be a considerable portion of it. 

Mr. DeWrnpv. They make no accounting whatever for the 5 cents 
a barrel fund that is called the public-relations fund. 

Mr. Morcan. That is my understanding. 
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Mr. DeWinp. And that same statement appears on the returns for 
the other years ¢ 

Mr. Morean. I believe it does. 

Mr. Byrnes. That would serve notice, would it not, on somebody 
that maybe there was an account there that ought to be looked into? 

Mr. Morean. That is right. Of course, those returns were never 
submitted to our office, as far as I know, for examination. 

Mr. Byrnes. Where do they go? 

Mr. Morgan. They are filed with the collector’s office. 

Mr. Byrnes. Are they not also filed in Washington ? 

Mr. Morgan. They may be. I am not certain of that. 

Mr. DeWinp. What you are saying is that the Bureau has not had 
the practice of referring these information returns to the agent’s 
office for audit; it that right ‘ 

Mr. Morean. As far as I know, that would be correct. 

Mr. DeWrnp. That is all, Mr. Chairman. 

Chairman King. Thank you, Mr. Morgan. 

I might say, if it will make you feel better, that you have been a 
most excellent witness. I can think of no other witness who had the 
answers; right or wrong you have had them, and you have been very 
helpful. Thank you very much. 

Mr. Morgan. Thank you, sir. 

Chairman Kine. The committee will adjourn until 10 a. m., tomor- 
row morning. 

(Thereupon, at 5:25 p.m., a recess was taken until Tuesday, Febru- 
ary 19, 1952, at 10 a. m.) 
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TUESDAY, FEBRUARY 19, 1952 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON ADMINISTRATION OF THE 
INTERNAL ReEvENvE LAws OF THE 
COMMITTEE ON Ways anp Means, 
San Francisco, Calif. 

The subcommittee met, pursuant to recess, at 10 a. m., in room 
°76, Main Post Office Building, San Francisco, Calif., Hon. Cecil R. 
King, chairman of the subcommittee, presiding. 

Present: Representatives King, Kean and Byrnes. 

Present also: Bruno Schachner, special counsel; John E. Tobin, 
assistant counsel; Donald Schapiro, assistant counsel; William H. 
Berman; and William A. Silk. 

Chairman Kine. Mr. Davies, please. Will you be sworn, Do you 
solemnly swear that the evidence you will give will be the truth, the 
whole truth, and nothing but the truth, so help you God ? 

Mr. Davies. I do. 


TESTIMONY OF CHARLES E. DAVIES, SPECIAL AGENT IN CHARGE 
OF THE INTELLIGENCE DIVISION, BUREAU OF INTERNAL REVE- 
NUE, SAN FRANCISCO, CALIF. 


Mr. DeWinp. Mr. Davies, what is your full name, please? 

Mr. Davies. Charles E. Davies. 

Mr. DeWinv. What is your present position, Mr. Davies? 

Mr. Davies. I am special agent in charge of the Intelligence Divi- 
sion, San Francisco. 

Mr. DeWinp. How long have you held that position ? 

Mr. Davirs. I was appointed July 25, 1950. 

Mr. DeWtnp. Prior to July 25, 1950, what was your position ! 

Mr. Davies. I was squad leader in the Intelligence Division, Los 
Angeles office. 

Mr. DeWinp. Had you been stationed in the Los Angeles office 
of the Intelligence Division for some time ? 

Mr. Davies. Yes, sir. 19 years. 

Mr. DeWtinp. You were not the senior agent in charge of that 
office, is that correct ? 

Mr. Davies. No, sir. 

Mr. DeWinp. Mr. Davies, what are the facilities of the Intelligence 
Division oflice in San Francisco with respect to personnel investiga- 
tions ¢ 

Mr. Davirs. I don’t believe I understand your question. 
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Mr. DeWinp. Do you have agents assigned to personnel investi 
tions in the San Francisco office ? 

Mr. Davies. We have different types of personnel investigatio; 
Mr. DeWind. We have some agents who do largely investigations | 
personnel who are applicants for jobs in the Treasury Departme: 
So-called “C cases,” which are charges against employees, we ha 
had up to the time that I came here so few of them that we had ; 
one who specialized in them as far as I can determine. 

Mr. DeWinp. You have no special agents who are particular 
trained to make personnel investigations, is that right ? 

Mr. Davies. That is correct, yes, sir. Throughout the Division, 
think that is true. 

Mr. DeWixpv. When you have a personnel investigation, do yo 
put a tax agent on it then? 


Mr. Davies. We have tried, at least I have tried, to get a young. 


aggressive, more active special agent on the charge cases. 

Mr. DeWinp. But those are agents whose regular assignments ar: 
investigating tax fraud cases? 

Mr. Davies. Almost exclusively, yes, sir. I should say that mor 
than 95 percent of our over-all work in the Division is income tax 
fraud investigation. 

Mr. DeWrinp. When you came to San Francisco as special agent iy 
charge, were there any pending personnel investigations in your office 
at that time? 

Mr. Davies. There was one very prominent one, Mike Schino, Ernest 
M. Schino. That was pending when I arrived. 

Mr. DeWinv. What was the status of the Schino case when you 
arrived ? 

Mr. Davies. It had been investigated by a special agent named 
Stringham from Los Angeles. He had investigated the case and writ 
ten a report which had been sent forward to the chief. It was re 
viewed in Washington and returned to our division because I think 
three points set forth in the original allegation against Mr. Schino had 
not been covered. 

I called Mr. Stringham back from Los Angeles. He completed th« 
investigation, wrote a supplemental report. I wrote a letter of trans 
mittal, sending that case back to Washington. 

Mr. DeWrnp. The initial report that you referred to had been pre 
pared while Mr. Read was special agent in charge? 

Mr. Davies. Yes. 

Mr. DeWrnp. And that was the report that had gone to Washing 
ton before you came here and was returned because the investigatior 
had not been completed? 

Mr. Davies. That is correct, ves. 

Mr. DeWinp. What were tlie charges against Mr. Schino that wer 
covered in that first investigation ? 

Mr. Davies. The report is in the hands of the attorneys who are try 
ing the case. I have not had an opportunity to refresh my recollectio: 
on it. Iam not too familiar with the first portion of that report. 1 
believe it was sent back to Mr. Stringham for at least one thing I 
remember. There was an allegation that an organization known as 
the Safety Lock Step Co. was being used as a pay-off medium fo: 
protection of houses of prostitution. Mr. Stringham had covered 
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that to the extent that the Washington oflice believed was advisable, 
ind that was one of the reasons it was sent back. I really don’t know. 
[| think there were three points on the supplemental report. 

Mr. DeWinv. Let me put it this way: What was the recommenda 
tion in that first report? Were the charges sustained or were they 

all reported to have no basis ¢ 

Mr. Davies. They were reported to have no basis in the first report. 
They were reported to have no basis in the second report that I had. 
May I make a comment ? 

Mr. DeWInp. Yes, indeed. 

Mr. Davies. We had a reinvestigation made under the direction of 
Mr. Crabtree, an agent that I brought in from Phoenix, and we used 
as many as 20 men on that reinvestigation. I am sure it is a fact that 
none of the allegations contained in the original report were proved 
to be anything other than Mr. Stringham h: ad determined them to be, 
with one exception, that is, that Mr. Schino had associated with 
pe ople that brought discredit on the Government service, because the a 
had criminal or racket backgrounds. We did go into that very 
thoroughly on the last investigation, and produced evidence that he 
Wi 7 quite intimate with some pretty rowdy characters. 

I don’t want to say anything that would be considered contempt of 
court, or have a bearing on this Schino-Mooney-Hartman trial. I hope 
you gentlemen keep that in mind, because he is being tried for con- 
spiracy at the present time in a court in this building. 

Mr. DeWrnp. As I understand it, Mr. Davies, these first two reports 
which found no basis for the charges made against Mr. Schino, the 
first one made while Mr. Read was the agent in charge, and the second 
made while you were the agent in charge, predated the California 
Crime Commission report and the Kefauver hearings, is that right / 

Mr. Davies. That is correct, yes, sir. 

Mr. DeWinv. And the third investigation followed in point of time ? 
Mr. Davies. Immediately upon the heels of the Kefauver commit 
tee, which I remember distinctly the last hearing was the day before 

Thanksgiving, 1950. 

Mr. Byrnes. In order to get the record clear, let us start right from 
the beginning. How did this investigation start in the first instance? 
On what basis and who made the charges? I am wondering if it 
would not be advisable to have what those charges were that were 
made at that time. But let us start first with who made the charges. 
How did it all get started, and what was the time of the first investi 
gation ¢ 

Mr. Davies. Congressman Byrnes, I am sorry I don’t remember. 
It occurred during Mr. Read’s regime, and I honestly don’t know 
how the thing arose. The files are in the hands of the prosecution 
in connection with this case that is now going on, and I have not had 
an opportunity to refresh my recollection. I don’t know that I ever 
did look into how the original charges arose. 

Mr. Byrnes. You do not know who made them or in what form 
they were made, or when the first jacket was opened on him? 

Mr. Davies. No, I am sorry, I do not. 

Mr. Byrnes. Who would know that? 

Mr. Davies. Our office records would show. If I had an oppor 
tunity to examine that file, I could give you that information. 
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Mr. Byrnes. They are all in the possession of the United States 
attorney at the present time, is that it? 

Mr. Davies. The files are. However, Mr. Crabtree is the gentleman 
who made the investigation, the last one, and he is assisting the 
prosecution on that case and I can get any information from hii 
that you desire. 

Mr. Byrnes. Proceed, then. 

Mr. DeWinpv. What I wanted to get at was this: You say two in- 
vestigations were made which cleared Mr. Schino? 

Mr. Davies. That is correct. 

Mr. DeWinp. And then the third investigation. Did the third in- 
vestigation cover the same ground that the first two covered ? 

Mr. Davies. That is correct, and additional ground. 

Mr. DeWinp. As to the charges that were covered again in the third 
report, were any of the charges found to be sustained other than the 
one you have mentioned, that is, the matter of association with un- 
desirable people ? 

Mr. Davies. It is my recollection that none were sustained ex- 
cepting that one, that is, association with people with criminal 
records. 

Mr. DeWinp. Are you quite sure about that, that the Stringham 
reports were sustained as being correct ? 

Mr. Davies. Yes, I am almost positive, Mr. DeWind. I discussed 
it often with Mr. Crabtree during the course of the investigation, and 
that is my impression at the present time. 

Mr. DeWinNp. The matters that were investigated in addition to 
those covered in the first two reports, where did they come from? 
What was the source of those charges? 

Mr. Davies. I went to Los Angeles on Thanksgiving Day. 

Mr. DeWinp. This is Thanksgiving Day of 1950? 

Mr. Davies. 1950, am sorry. I got word to Crabtree on the long- 
distance phone, or wired him to bring one of his men, Tucker, spe- 
cial agent. I saw him in Los Angeles, I believe the day after Thanks- 
giving, and I ordered him to make a complete and comprehensive 
investigation of Mr. Schino’s activity in every way, and he would 
have as many men, I informed him, as he desired. He came to San 
Francisco, and he asked for two more men at that time. I assigned 
Special Agent Wilks and Special Agent Snyder. Those four men 
were engaged in this investigation throughout its course. 

Mr. Crabtree took full advantage of my offer that he could have 
as much personnel as he wanted, and I believe at one time he had as 
high as 20 men working on this case, running down long-distance 
telephone calls and everything else. 

Ilis investigation disclosed that Mr. Schino was in the habit of regis- 
tering at the Hollywood Roosevelt Hotel, I believe, often, and that 
was called to our attention by his testimony before— 

Mr. DeWinp. You are referring to the Hollywood Knickerbocker 
Hotel? 

Mr. Davies. Hollywood Knickerbocker, you are correct ; IT am sorry 
That was called to my attention during the course of the testimony 
before the Kefauver committee. Mr. Schino denied that he had regis 
tered at that hotel with a certain Joe Cannon, I believe his name } 
C-a-n-n-o-n. We discovered on examining the registration records 
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that he visited the hotel often, and on a number of occasions with 
some of the people that we later determined were people that a Gov 
ernment oflicer should not have associated with. 

In addition to developing that line of inquiry, those trips to Los 
Angeles brought Mr. Crabtree’s attention to another matter that 
Mr. Schino had become involved in, and that was handling a tax sale 
of a piece of property in Las Vegas, which was entirely out of his 
jurisdiction. I believe the name of the club is the Van Sneet, in 
which Mr. Schino’s personal friend, Joe Cannon, had an interest. 

That was one of the principal charges against Mr. Schino, that 
he involved himself in a tax sale which culminated in Mr. Cannon 
hav ing a greatly enhanced interest in this particular piece of property, 
and it looked very bad for a Government officer to go out of his district 
and meddle In a tax sale ip somebody else's district, which culminated 
in one of his friends hay ing’ a greater interest in the property when 
he got through than he had before it had been seized. 

I considered that one of the most Important charges against Mr. 


Schino. As to other investigative leads, the details [ am sure you 
should get from Mr. Crabtree. I listened to him regularly and he 
talked to me a lot. They worked nights and Sundays, and I was 


down there occasionally, and I was fully informed as to what was 
going on, but the specific details were handled by Mr. Crabtree without 
any instructions from me. He was a competent agent. 

Mr. DeWixp. I think. Mr. Davies, the matter that is perhaps of 
first LPLnye rtance to this commit » here is \ hy { ‘re wore t\ o Inves 
tigations of Mr. Schino that produced nothing and then a third inves 
tigation, following the publicity of the Kefauver committee, that 
resulted in Mr. Schino being indicted and a number of charges sus 
tained. It raises a question as to the efliciency of the ordjnary 
investigations. 

Mr. Davies. Mr. Stri oham followed the process that is usually 
followed by special agents. He ran down the specific charges that 
were involved in the assignment. Now, ordinarily the average C case, 
or charge case, that is all that we do do. It involves some act of dere 
liction on the part of the individual—he gets drunk or arrested, or 
something of that sort, and his superior officer complains about it, 
and we look into the details of that. We don't investigate what he 
did other than that unless we have some reason for doing it. 

Mr. Stringham didn’t do that. He followed the specific charges, 
and he didn’t follow those to the satisfaction of the Washington ottice 
because they sent it back to look into three cases he had not covered. 

The investigation done by Mr. Crabtree was tremendously expen- 
sive, far in excess of any C-case investigation that I have ever heard 
anything about, and the reason it was so complete and thorough was 
because of the criticism leveled at the Intelligence Unit and the Bu- 
reau because of Mr. Schino’s activities which had been widely publi- 
cized because of the hearing before the Kefauver committee. 

Mr. DeWinv. Have you appraised and reviewed the investigation 
that Mr. Stringham made? 

Mr. Davres. I rexiewed the supplemental investigation; yes, sir: 
the three points involved. 

Mr. DeWrnp. Did it seem to you that Mr. Stringham had made 
an adequate investigation ? 

Mr. Davirs. Yes; it did. May I make an added comment ? 
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Mr. DeWrinp. Yes, sir. 

Mr. Davies. I had heard of Mike Schino for many years. I never 
met the man. I met Stringham on the street in Los Angeles, a 
shortly after he had completed the first phase of the investigatio: 
and I had nothing to do with it; he just mentioned it casually 
me—and I said I had always heard that Mr. Schino was a politic 
who was involved in being friendly with a whole lot of people, t 
he was talked about considerably, and I suggested and asked M 
Stringham, “Did you see two special agents that I had remember 
hearing talk about Schino, Holden Sanford, and another one 
Bob Lund?” And Stringham said he had talked to him, and T sa 
“Couldn't they give you anything in the way of leads,” and he sa 
“No; they had not.” 

So when I examined Mr. Stringham’s supplemental report—it was 
subsequent to some publicity in the papers here, emanating, I believe, 
from a former employee of our office, which mentioned Mr. Schino’s 
activities—I tried to be as careful in the review of Mr. Stringham’ 
supplemental report as I could. I was familiar with the fact that it 
was a matter that was being publicized and I tried to be careful! 
with it. 

Mr. DeWinp. Are you able to offer any explanation here of why 
the Stringham investigation failed to be pressed far enough to be 
complete ? 

Mr. Davies. Yes. I think Mr. Stringham followed the course that 
the average special agent would follow in investigating a letter of 
charges. He looked into the things that were alleged to be wrong 
in Mr. Schino’s case. I don’t think without the pouring in of the 
personnel that we did—four men on one personnel case is more than | 
have ever heard of before. 

Mr. DeWinv. How many men? 

Mr. Davies. Four men on one personnel case is more than I had 
any experience with, and we used as high as 20, running down long 
distance calls from different places. And as I say, the allegations 
claimed in Mr. Stringham’s original assignment were not proved eve: 
with the expenditure of all the effort that went into the final investiga 
tion, with the exception that we did prove that Mr. Schino associated 
regularly with people that I think a Government officer should not 

Mr. Kean. Mr. Davies, what is bothering this committee about this 
case is that here the Intelligence Unit had information that ther 
were allegations that this man was not conducting himself in the 
proper way. 

Mr. Davies. Yes, sir. 

Mr. Kean. So that you were on notice. 

Mr. Davies. Yes, sir. 

Mr. Kean. And then it took the newspapers and the Kefauver 
committee and the California Crime Commission to bring these things 
to light. It seems to me that there was somewhere in your office some 
dereliction in not being able to bring those things out which the othe: 
people did. That is what bothers the committee about the case. 

Mr. Davies. I can understand that, Congressman Kean. I think 
if there is anv dereliction, [ would be the person responsible. I under 
stood the criticism of the newspapers by the time I called Mr. String 
ham back for his supplemental report. All T cen sav is that the alle 
gations originally contained in the material charging Mr. Schino wer 





INTERNAL REVENUE INVESTIGATION 2547 


ot proved even by our extensive Investigation. We did find other 
things, with that one exception of his association. I might say in 
he original investigation, Mr. Schino made an explanation of that 


that I think is generally true of most field agents. He said he did 
now a le with criminal records, and people with racket back- 
l, 


ground, but it was necessary t , know them in his business, and he 
vas a field man, and he did twtlin charge of field offices, and in the 
ourse of his work he undoubtedly did come in contact with them. 
| imagine he met most of thes people that we objected to in the course 
f his business. | know a lot of people with bad baekgrounds. I 


lon’t register at hotels with them and I don’t associate with them 
SOK ially, but I know lots of them. 

Chairman Kine. That was the explanation given to this committee 
months and months ago, Mr. Davies, in commection with Mr. Schino. 
They were hesitant to criticize his associations at that time for the 
reason that. because of his duties it was probably well that he did know 
und have knowledge of the operations of the individuals involved. 

Mr. Davies. Congressman King, | have known agents who went far 
beyond what [ think they should in the course of their duty in cultivat- 
ing that sort of person. It is a dangerous pastime. I think apart 
from your strictly business connections with people in rackets, you 
better stay away from them. But I have always known fellows who 
vere very famitiar with a lot of things, and it did benefit the Govern- 
ment im investigations. 

I think Mr. Schino has lots of friends among a better class of people, 
people that speak well of him, and I think he was a gregarious in- 
dividual who was unmarried and he spent every cent he could make, 
as far as we could find out. He hung around bars and places of that 
sort that I think he would have been better off if he had not. I think 
Schino is a man with two sides, as most of us have. We interrogated 
all the people that we could find who worked for him, hoping to find 
somebody who knew something definitely wrong about him. Most of 
the people who worked under his superv ision—and this was after he 
was out—spoke well of Schino. Some of them did not like him per- 
sonally. But he never apparently got them to do anything that put 
any strain on their consciences, as far as we could determine in the 
nvestigation at that time. 

Mr. Byrnes. You said that the original charges were made and 
during the first two investigations vou found no basis for the original 
charges. By that do you mean that they were not accurate in all de- 
tails, or that there was not anything to the original charges ¢ 

Mr. Davies. I am clear on this, Congressman Byrnes, that on the 
supplemental report that I looked at, 1 saw nothing that I could use 
isa basis for recommending a disciplinary action against Mr. Schino. 
| don’t think I went into any detail on the report that was written 
efore I came in there. 1 think this, that Safety Lock Step Co., for 
example, I think is an illustration of what you are interested 
Schino put $100 in that, and his interest in the profits would have been 
no greater in proportion than other people if there had ever been any 
profits. He didn't get, so far as we can determine, 10 cents back from 
the thing. He lost 8100. I think that is the net result of that Safety 
Lock Step Co. 

We had two audits made of that, one by Stringham and one by 


the fellows under Crabtree. The original allegations were that this 
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was an arrangement for paying protection for houses of prostituti: 
It is true some of the money that went in there came from a woma) 
named McCreedy. Her husband put it in so far as the records ar 
concerned, and I think it was probably the proceeds of her operatio, 
of a house of prostitution. But Mike Schino denied that he knew 
she was in that business, and whether that is true or not, I don’t know, 
but I think it is more or less beside the point because the sales of t]y 
Safety Lock Step Co., so far as we could determine, were all legit 
imate sales. They did have an invention. They did have a utility 
that was bought by Ford Motor and some other good-sized truck 
ing outfits. It was not profitable, and they ended up with a failure 
But so far as the records are concerned that 1 know anything about, 
it was perfectly legitimate, except that Mrs. MeCreedy’s money pro} 
ably came from a racket source. 

Mr. Byrnes. And if it had been a profitable undertaking, M1 
Schino would not have profited beyond the normal amount that would 
be expected under the investment that he made ¢ 

Mr. Davies. That is correct. Tis investment would be in propor 
tion to the amount of profits he was supposed to have received if they 
had any profits. 

Mr. Byrnes. In other words, there was some substance to the orig 
inal charge, but not enough so that you could actually base a recom 
mendation for a discharge on what you did find ¢ 

Mr. Davies. I think it merited investigation. I had here, as | 
say, stories about Schino for years back. I thought that Schino 
was a kind of ward heeler politican. I thought when Mr. String 
ham mentioned the case to me that probably he would find lots of 
things about Mr. Schino and I suggested that he talk to the very 
people who mentioned those in just casual conversation with me years 
before, and he said he talked to them and they could not give him any 
thing definitely. 1 think Mr. Stringham within the range of his 
experience did as good a job as you could expect under the circum 
stances in which he started that case. Of course, subsequently there 
was a lot of publicity and a lot of criticism, and we were much more 
careful about those than we were before, and they cost a lot of money. 

Mr. Byrnes. You mean the investigations / 

Mr. Davies. The investigations; yes, sir. 

Mr. Byrnes. Of course, sometimes even though they cost money, 
they result in good which outweighs the cost. 

Mr. Davies. That is correct. 

Mr. Byrnes. What I am trying to get at is whether these original 
charges that were made had some substance to them. 

Mr. Davies. I think they did; yes, sir. 

Mr. Byrnes. Even though it was proven later that they did not 
have a suflicient amount to base charges of dismissal 4 

Mr. Davies. I think that is often the case. I think if I heard of a 
Government employee who was investing money in a business that 
was financed by the proceeds of a racket or house of prostitution, o1 
anything else, I feel that gentleman should be investigated to find out 
W hh; it the stor AY is. 

Mr. Byrnes. The reason I am interested in what the original 


charges were, and to what extent they had substance, is that I have 


gathered the impression that sometimes the Intelligence Unit feels that 
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a charge has to be proved to its ultimate detail in order to warrant 
being considered an allegation or a charge. 

Mr. Davies. Of course, I think, Congressman Byrnes, that would 
vary with the individual officers. Some fellows are precisionists and 
others are quite careless, I think. 

But it would have to be discussed in individual cases. It is pretty 
hard to generalize. 

Mr. Byrnes. In this case, at least, there was some basis for charges, 
and they did vive you some leads ¢ 

Mr. Davies. Yes. I never at any time had any criticism of the thing 
having been referred to our office. 

I may say that we have a review in Washington, and I have talked 
over several cases. I had quite a lot to do with the fellows that re 
viewed them, and they are pretty careful about them. 

I think sometimes they are meticulously so, and kind of a nuisance 
at times. And that is why this thing got sent back here. 

Although I think it was rather carelessly worked, these three ele- 
ments should have been looked into. Andas proof that I thought that, 
Mr. Stringham’s group leader gave him a “VG” on his efficiency 
rating and I cut it down to a “G” that year, and he was very sad about 
it. 1 told him I thought he should have been more careful. 

Mr. DeWrnp. In these first two investigations, Mr. Davies, were 
there any charges involving Mr. Schino with the Mountain City Con 
solidated Copper Co. ¢ 

Mr. DAvVIEs. Those are two different matters, l don’t believe | 
understand your question. 

Mr. DeWixp. Mr. Schino’s connection with the Mountain City 
Consolidated ¢ opper Co, was alleged as part of the first investigation ¢ 

Mr. Davies. I don’t believe so, but it may have been. It wasn’t 
proved at that time. 

Mr. DeWrnp. If it was, and was not proved but was established by 
the second investigation, it raises a still further question of the quality 
of that first investigation. 

Mr. Davies. I don’t know whether the charge involved the Moun 
tain City and Schino case or not. 

I would say if there were matters being tried—I have some very 
definite ideas about it I don’t think I should discuss it during the 
course of that trial. 

Is it a fair question, Mr. DeWind, were there charges about the 
Mountain City involved in the first case? 1 don’t remember, frankly. 

Mr. DeWtnp. Perhaps we will be able to get copies of the report 
here from the trial that is going on. If we can get copies of that report 
here ina few minutes, perhaps that will clarify that issue. 

Mr. Davies. I think so. 

Mr. DeWinp. Mr. Davies, what are the problems that the Intelli 
gence Unit has in making effective investigations of C cusses, charge 
cases ¢ 

Mr. Davies. As far as this division is concerned, lack of experienced 
personne|—— 

Mr. DeWinp. Mr. Stringham was not an experienced investigator 
in this type of thing? 

Mr. Davies. I don’t know, but I would guess that this was probabl, 
the only C case he ever worked. I don’t know that to be true. 
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Mr. DeWtnp. Is this type of investigation materially different fr 
the tax investigations that these agents are regularly engaged in‘ 

Mr. Davies. Oh, yes. I think they vary widely. Still, a g 
criminal investigator is a good criminal investigator for whatever t 
of case he works. 

Mr. DeWunp. In any event, you think one of the problems is l» 
of properly trained personnel investigators ¢ 

Mr. Davies. That is correct; yes. 

Mr. DeW inp. What other problems are there? 

Mr. Davies. Lack of definitely marked areas of responsibility. 

Mr. DeWinp. What do you mean by that, Mr. Davies? 

Mr. Davies. Take an organization like the collector’s office he; 
They have 1,300 or 1400 employees. Of course, they have persom 
cases or problems all the time. 

So where does the responsibility of the collector, the head of tha 
office, stop, and where does the responsibility of the Intelligence Unit 
for employees who are doing things from minor violations to impor 
tant ones‘ 

It has been my understanding—and I am not a personnel man my 
self; I never worked with one personnel case during my service—but 
it has always been my understanding, and I have searched mimeo 
graphed instructions and our book of instructions and I have attende: 
a number of schools, and to the best of my knowledge it is a very vague 
area. 

I think we are supposed to look into any known criminal activities, 
such as extortion, embezzlement, accepting bribes, those cases. Of 
course, there is no question about that. 

Beyond that, down to who is late in the morning, I don’t know just 
where our responsibility begins and ends. 

That isa very grave problem. I think this new set up—the Inspec 
tion Service—should settle that definitely. [think all these offices have 
suffered from enlargement too rapidly subsequent to the war, not 
enough experienced personnel to properly train the men and not 
enough supervision. 

I think some sort of an inspection service is indicated and necessary. 

Our outfit expanded about 400 percent, and the way we train me! 
I think the only adequate training for them is to put hen with expe- 
rienced personnel and have them work with them. I don’t think 
schools are the answer in training special agents. 

I know I was a group leader and I had a great deal of difficulty 
in keeping the men engaged in constructive work because I didn’t have 
experienced men. T hey don’t know what they are doing and schools 
aren't the answer. 

Mr. DeWrnp. Is there any reluctance on the part of special agents 
to make these personnel investigations ¢ 

Was Mr. Stringham suffering from any reluctance to investigate 
Mr. Schino? 

Mr. Davies. Not so far as I could determine. 

I think generally that many of the personnel don’t care for charge 
cases because some of the things that are necessary to do are repugnant 
to some of the fellows. They are accountants and professional men 
and they don’t like making neighborhood checks to see if a man is 
drinking too much or if he pays his bills or something of that sort. 
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Only to that extent do I think that their personal desires have any 
bearing on this. 

Mr. DeWInp. How about investigation of more serious charges 
igainst personnel ¢ 

Mr. Davies. I don’t think any special agent has any ol ] ction to 

oing Whatever is necessary in bribery or embezzlement or extortion 
ses, I never heard of any complaint about it. 

The only case I ever worked was the man who conceived the idea of 
selling refunds, and I was informed of the first one he sold. It didn’t 
bother Thy conscience at all. He ended up fired and I) jail, and l 
didn’t have any repugnance about doing it. Does that answer your 
question, Mr. DeWind ¢ 

Mr. DeWrnp. It does, but it leaves me somewhat puzzled as to the 
nvestigation of these charges against Mr. Schino, as an example. 

It seemed to involve serious « harges and vet Mr. Stringham, either 
because he was unable to handle such an investigation himself or for 
vhatever reason, did not do a very complete job nor did he make any 
recommendation that more agents be added to do the job; is that 
correct ¢ 

Mr. Davies. He didn’t ask for any more agents to my knowledge. 
Phat would have been almost unheard of at that time. because a case 
was a case, and one man worked it. 

We have about one-hundred-and-some men in three States and the 
Territory, and putting more than one man on a case is highly unusual. 

Mr. DeWinp. You say you have how many men covering the three 
States and the Territory / 

Mr. Davies. I think now 116. 

Mr. DeWinp. How many of those are assigned in San Francisco ¢ 

Mr. Davies. Thirty-nine, I believe. 

Mr. DeWinp. You have 39 men assigned for all tax-fraud investi- 
gative work in San Francisco? 

Mr. Davirs. That is correct: yes, sir. 

Mr. DeWrnp. And all character investigations and all personnel 
investigations / 

Mr. Davies. Everything. Those are field men, and some of those 
are group leaders and they are not field men. 

Chmrman Kine. If you had 139, it would not be too many ? 

Mr. Davies. Mr. Chairman, I was discussing this with Mr. Frank 
recently, and I said I could put all the personnel in the division to 
work in San Francisco and keep them at work here indefinitely, as 
far as cases are concerned. 

Mr. DeWInp. At one time, then, in making this Schino investigation, 
after it became a matter of great public interest, you had more than 
half of your San Francisco force at work on it ¢ 

Mr. Davies. We had numerous men in San Francisco. I think most 
of them were in Los Angeles running down long distance calls from 
the Hollywood Knickerbocker. It became important to do it imme- 
diately, and I called up Los Angeles and said [I wanted that done. 

We had asked for it before and hadn't gotten it, and we were reach- 
ing the pomt where Washington was pressing us very hard in this 
matter, and I said, “Put everybody on the thing and run those things 
down. We want to find out what they are about.” 

And one of the charges that resulted came out of one of those long 
distance calls, nit ilentally. 
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Mr. DeWinp. So at one time in the important phase of this Schi 
investigation you had almost 20 percent of your entire force in th 
three States and the Territory covering Schino ? 

Mr. Davies. Yes. 

And I might add, Mr. DeWind, at the same time we were conducting 
an investigation in Nevada of this Mountain City Consolidated Co, 
per Co., which consumed four, five, six, two stenographers, and ay 
automobile. ‘That was going on at the same time. 

We had at one time about 30 men working on these 2 cases, out o 
our L116. 

Mr. DeWinp. And all of these men were thereby removed from tax 
fraud cases ¢ 

Mr. Davies. That is right; ves, sir. 

I might say at this point that the tax recommended by this divisior 
has taken a disastrous nose dive as a result of these personne! invest} 
gat ions, because they met a great deal of concern. It is down literally 
millions of dollars. 

Mr. DeWtnp. Do vou have the figures on that, Mr. Davies ? 

Mr. DAvIEs. | think | have got them here. 

I have them for 5 vears. I can shorten it up to three, if you like. 

I will give you the five if you wish, Mr. DeWind. 

Mr. DeWinp. Very well. 

Mr. Davies. The fiscal year April 1, 1946—no, they have divided 
this out. I will have to confine this to the last three. 

Mr. DeWinp. That is the fiscal year of 148? 

Mr. Davies. I will start with the fiscal year of 1949, ending June 
30, 1949. 

Taxes and penalties recommended were $17,959,000 and some odd. 

Mr. DeWinp. Is that recommended by the Intelligence Unit ? 

Mr. Davies. Yes, sir. 

Mr. DeWinp. In the three States and the Territory, Mr. Davies ‘ 

Mr. Dav IES. The whole division: yes, sir. 

That average $189,000-plus per agent. That covers all agents. 

Some of them didn’t work on tax; they were doing personnel. 

Mr. DeWinp. But you averaged all agents, and it came out $189,000 
per agent ? 

Mr. Davies. Per year. 

For the fiscal year ended June 30, 1950, taxes and penalties rec- 
ommended were $22,645,000 and some odd, or an average of $188,- 
OOO per agent. 

For the fiscal year ended June 30, 1951, the taxes recommended 
were $14,941,000, an average of $135,000 per agent. 

Mr. DeWinp. Do you have any figures beyond June 30, 1951? 

Mr. Davies. No. sir: I don’t have. 

Mr. DeWrnp. Can you say whether the additional recommended 
assessments for this fiseal vear were lower than 1951 or higher? 

Mr. Davies. I would say they were probably lower. 

Mr. DeWtnp. Lower than 1951? 

Mr. Davies. Yes, sir. 

But that is a guess, Mr. DeWind. I do not have the figures, and 
I do not know. 

Mr. DeWinxp. Against that. Mr. Davies, you have to offset the 
intangible unknown gains that will result from tightening up the 
enforcement personnel in the Internal Revenue Service? 
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Mr. Davies. I don’t wish these figures to be construed as an argu- 
ment on my part against personnel cases. I know those things must 
be done. 

Mr. DeWrnpv. Then one recommendation that you would definitely 
make is that the personnel investigations be separated from tax 
investigations, and that more agents be assigned to them? 

Mr. Davies. I think it is highly desirable to have a separation 
of personnel to eliminate any question of friendship or personal 
acquaintanceship with the people involved. We always try, and I 
think the record shows when I had Schino investigated, Mr. Read 
before me brought Stringham up from Los Angeles, who didn’t know 
Schino; I brought Crabtree from Phoenix, and it is necessary to as- 
sign somebody who doesn’t know the individual, obviously. 

Mr. DeWrnn. Would it be your view, Mr. Davies, in the light 
of the inadequate investigations of the Schino sort of case, that you 
have got to do something more than have investigative agents avail- 
able¢ Must there not be some better form of supervision of em- 
ployees to prevent, instead of trying to detect after it has happened ¢ 

Mr. Davies. I don’t want to enter a field that I really am not com- 
petent to. I should say it is obvious that Government employees 
should be very carefully supervised in any activities outside of their 
Government job having to do with financial transactions. 

Mr. DeWrnp. In your experience, have you found other personnel 
cases where the investigation by one man just proved inadequate for 
the job? 

(No response.) 

Mr. DeWinp. There is nothing particularly unique about the 
Schino investigation, is there / 

Mr. Davies. I am trying to think of an illustration. I don’t think 
of one offhand, Mr. DeWind. 

Mr. DeWinv. Your office, after you became agent charge here, 
had a question of undertaking a personnel investigation of Mr. Anater, 
did it not é 

Mr. 1) \V LES. Yes, sir. 

Mr. DeWtnp. Did that investigation present any of the same prob- 
lems of the same general type encountered in the Schino investigation, 
that is. of inadequate pel onnel and too prolor ved an investigation 
before intensive inve stio tion was beoun / 

Mr. Day IEs. No. | bro oht two men up from Los Angele and they 
started the case. and there was a revenue agent assigned to it. and it 
was fini hed. It presel ts a radical departure from the Sehino cause, 
that is, the Anater investigation. 

Mr. DeWinp. When did the Intelligence Unit first receive any 
charges or allegations concerning Mr. Anater? 

Mr. Davies. I understand there were some charges made in 1946 or 
1947. That is hearsay. 1 do not know that to be a fact, Mr. DeWind. 

Mr. De Wrnp. The records of the Intellige nee Unit indicate that 
allegations concerning Mr. Anater were received as early as January 
29, 1946. 

Mr. Davies. I don’t know that. 

Mr. DeWinp. Are you familiar with the entire Anater investigation 
that began after you became agent in charge? 

Mr. Davies. Yes, sir. I may say this, Mr. DeWind, as in all these 
eases, I don’t make the investigation. Many of the details are not 
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brought to my attention. I am generally familiar with the over-a 
picture. I had Mr. Hatert, who was in charge of the investigation o! 
Anater, in the city. I had him come up from Los Angeles. If ther 
are any details I cannot give you, I am sure he can. 

Mr. DeWrnp. At the moment we are getting at the question of th 
adequacy and efficiency of the investigation, and that I judge is you: 
responsibility. 

Mr. Davies. Iam sure it is; yes, sir. 

Mr. DeWinpv. When did you first receive, after you took over 
agent in charge, allegations concerning Mr. Anater ? 

Mr. Davies. I believe the record shows that there was an informa 
tion report turned in by a anys: Agent Bice, dated some time in De 
cember or January, December of 1950 or January of 1951. 

Mr. DeWinp. Yes; the record indicates December 21, 1950, was t}\ 
first matter that came up after you took over. 

After December 21, 1950, how much time elapsed before that cas: 
was assigned for investigation ¢ 

Mr. Davies. I don’t remember the exact assignment date. I believ: 
it was May or June of 1951. 

Mr. Byrnes. Would it be advisable at this time, Mr. DeWind, to 
state the nature of that charge in December ¢ 

Mr. DeWrnp. Can you state what the nature of the charge was that 
you received in December? 

Mr. Davies. The Anater case file was turned over to the King com- 
mittee at their request. I have not had access to it since I was ques 
tioned about it. I am informed, and I believe it was Mr. Berman who 
told me, that the information had to do with Mr. Anater being a 
salaried employee of a pottery company in which he had an invest 


ment, and 5 ae. his time working at the pottery plant when he 


should have been working on Government business. 

Mr. Byrnes. A charge of outside business activities inconsistent 
with his position with the Bureau, is that it ? 

Mr. Davres. Yes, sir. 

Mr. Byrnes. What was his position at that time with the Bureau ’ 

Mr. Davies. He was the assistant chief field deputy. He was Mr 
Schino’s assistant. 

Mr. DeWrnp. Can you describe what action you took in connection 
with this alleged outside activity inconsistent with his duties? 

Mr. Davies. At that time Mr. Crabtree had a group of men work- 
ing on Mr. Schino. All personnel complaints or allegations were 
turned over to Mr. Crabtree and his group. 

Mr. DeWrxpv. You did that promptly after you received this infor 
mation ¢ 

Mr. Davres. I don’t know actually that I received this thing from 
Mr. Bice. I have seen it, and I have distinct recollection of it, but 
when I saw it, Lam not sure. Do you want me to continue? 

Mr. DeWrnp. Yes, indeed. 

Mr. Davies. Mr. Crabtree informs me that he completed the inves- 
tigation and writing the letter of charges and cleaned up the Schino 
file in February; that is, early in February of 1951, at which time he 
and Special Agent Tucker cleaned out a steel cabinet they had of all 
the material they had in connection with that case, and it was extensive. 

Among the things were several complaints about other employees, 
including the Anater matter, which were turned over to me. I put 
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them in an envelope and put them in my safe. That is early in 
February. 

Mr. Byrnes. Before you get to that point, do I understand that in 
the first instance you turned over certain charges against Anater to 
Mr. ¢ ‘rabtree because of Crabtree’s investigation of Schino? 

Mr. Davies. That is correct; yes, sir. 

Mr. Byrnes. Was it expected that Mr. Crabtree would investigate 
these personnel charges in this case against Anater as such? 

Mr. Davies. No, sir. They were turned over to him so he would 
have all the information about what was going on in the collector’s 
office that might have a bearing on Schino. I talked to Mr. Crabtree 
about assigning this case to him later, but Crabtree was from Phoenix, 
he had been up here December and January, and I wanted him to go 
back and take care of whatever he was doing in Phoenix, and had to 
give him a chance to get home. He is married and has a youngster. 

Do you want me to continue, Mr. DeWind ? 

Mr. DeWrnp. Yes, if you would. : 

Mr. Davies. Starting with the of February, I was in Los An- 
geles. Our senior agent there had a heart attack. We had a grand 
jury in Los Angeles called by Mr. Tolin. My home was in Los An- 
geles. 1 was transferred up -¢7 with 1 day’s notice, and I lived in 
hotels, and my wife stayed in Los Angeles, and we sold our house 
in November of 1950. The escrow was « completed i in January of 1951, 
and I moved up here to San Francisco the first of February. I was 
looking for a house, and on the 25th of February I flew to Washington 
to appear before the Byrd subcommittee of Senate Finance. I left 
Washington and returned to San Francisco—no, that is incorrect, I 
am sorry. I moved into a flat on the 17th of February. I was pre- 
paring material for the Kefauver committee, which sat here on March 
2 and 3. 

On the 11th of March, I was ordered to go to Washington to appear 
before the Senate Finance Committee. I arrived back on the 20th 
of March. On the 23d of March or the 25th of March, I flew to Wash- 
ington to appear before the Kefauver committee. I got back to 
San Francisco on the 3d of April. Some time during this period we 
were ordered to immediately have a census of all racketeers in this 
district, which caused a great deal of confusion and work. On the 
20th of April I talked to Mr. Smyth about Mr. Anater. 

Mr. DeWinp. On the 20th of April you talked to Mr. Smyth? 

Mr. Davies. Yes, sir. It is a matter of courtesy usually to tell the 
head of an office that you propose to investigate his personnel. I find 
a memo in my diary that I talked to Mr. Smyth on that day, and that 
he said Anater was next on his list, and I think it was this discussion— 
I only remember one extensive discussion about Anater with Mr. 
Smyth—that I told him we were going to make an investigation, and 
he said he would like to have an opportunity to talk to Mr. Anater 
and get him to resign. 

At this same discussion on the 20th of April, T have a note in my 
diary that I discussed with Mr. Smyth a letter from the then Com- 
missioner of Internal Revenue Schoeneman, to the effect that I must 
talk to all supervisory officials in my division and tell them that we 
were to be informed of every rumor affecting their personnel, that 
we must investigate every rumor, and I had to make an affirmative 
statement that I had discussed this with each official in my super 
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visory district. I discussed it with Mr. Smyth at that meeting, my 
diary shows. : 

Mr. Kean. Excuse me. Did you say Mr. Schoeneman wrote and 
said that the Intelligence Unit would have to investigate every rumor 
about any employee ¢ 

Mr. Davies. I believe that is correct, Congressman. 

Mr. Kean. We certainly want things investigated, but it seems 
to me that is going pretty far. 

Chairman Kine. That reminds me of a statement attributed to 
Abraham Lincoln that you find on many office walls, “There will be 
little else left for this shop to do” or something to that effect. 

Mr. Davtes. I have no official opinion of what we should or should 
not investigate. I am ordered to do it, and T can assure you that they 
have been most vigorous in pushing the campaign to investigate per 
sonnel. I have to report monthly and state exactly what condition 
every personnel case.is in, and if they are delayed, I receive instruc 
tions to do something about it in no uncertain terms. 

I will give you a short illustration. I don’t want to waste your 
time with my troubles, but I have a couple of cases in Honolulu. | 
had a particular man in mind to work them. He was tied up on 
another matter that is important, and I delayed the thing from Janu 
ary until some time in February. I had two letters criticizing me for 
it, and I have had to disengage this man from what he is doing and 
order him over there. 

Mr. DeWinp. On April 20, you discussed the Anater case with 
Smyth and he said that Anater was next on his list, and he would like 
an opportunity to get him to resign. 

Mr. Davies. I told Mr. Smyth, if this diseussion took place on 
April 20—I only remember one long discussion on this and this is the 
entry that I find in my diary—it doesn’t say that I told Mr. Smyth 
that he could permit his man to resign, but I am sure I did. My 
diary is not as comple teas I would like to have it. I tried to put down 
a few words that would be suilicient to refresh my memory. T only 
recall one long discussion with Mr. Smyth. I think this was the one. 
I told Mr. Smyth—here is part of the entry I do have in my diary 
that Mr. Smyth informed me that he knew about Mr. Anater’s em 
ployment, that it had been called to his attention by Mr. McKenney, 
the supervisor of accounts and collections, more than a year before 
that, and they both had ordered Mr. Anater out of his employment 
or his connection with this pottery. It seemed to me at that time 
that it had been known to his supervising officer for more than a year, 
so that the necessity for extreme haste was not present. 

Mr. Byrnes. I did not follow that. 

Mr. Davies. As long as his employer had known about it for ap- 
pre xXimately a vear, and the supervisor of accounts and collections, 
it was not new matter and I cidn't see the necessit Vv of pressing it home 
immediately. 

Mr. Byrnes. You mean from your standpoint there was no need to 
hurry / 

Mr. Davies. Yes, sir. It was known to them, it had been investi- 
cated, they had talked about it, and it was not a new thing that must be 


rone into immediately. That was my reaction. I will tell you what 


[ told Mr. Smyth. I said, “I will wait while you talk to Mr. Anater, 








INTERNAL REVENUE INVESTIGATION 200 


but you cannot accept this resignation. We have orders against it. 
You can’t do it.” 

Subsequently Mr. Smyth said he had talked to Anater, and Mr. 
Anater had submitted his resignation. I saw the resignation. It was 
retained in the office of the collector until comparatively recently. 

Mr. Byrnes. That was some time later, though ? 

Mr. Davirs. Yes, it was after this discussion. I have not a real 
recollection of how long after. 

Mr. Byrnes. I don’t understand this idea that if a charge has been 
known to a personnel officer or known to the collector, for instance, 
for a year’s time, that that makes any difference as to whether or not 
there should not be an immediate investigation to do something about 
it. It would seem to me that if it is known for a year that would be that 
much more reason to speed it up and have something done. 

Mr. Davies. I am not going to argue with you, Congressman. You 
may be correct. But after all, Anater did work for the collector. He 
has largely the responsibility and the power to handle his own per 
sonnel. If he didn’t consider it serious enough to force a conclusion 
on the matter, 1 was not as impressed with the information as I had 
been before. 

Mr. Byrnes. In other words, you felt that your position was to con- 
duct examinations more for the purpose of giving information to a 
collector—— 

Mr. Davies. No, sir. I felt that if there was some new matter that 
would possibly or allegedly involve a serious infraction of discipline 
or ethics, then if I alone knew about it, I should press it home im- 
mediately. 

Mr. Byrnes. Yes, but if the collector has know ledge of a situation, 
you feel then that it is up to the collector to take action, rather than 
for the Intelligence Unit to be concerned in the matter ? 

Mr. Davies. I felt this way about this case, that I was going to make 
an investigation. The idea of an assistant field chief having an invest- 
ment in another business and allegedly spending considerable time 
there was such that at all times I intended to make the investigation. 
I considered it a serious matter. Mr. Crabtree mentioned something 
that I had forgotten in connection with the turning of this thing over, 
that I had talked to him about it on a number of occasions as to that 
being a bad situation that we would have to investigate, and the rami 
fications of which might possibly equal the Schino matter. 

May I continue? Excuse me, were you through ? 

Mr. Byrnes. Yes. I think you had gotten to the point where you 
told Mr. Smyth that you could not let this man resign ¢ 

Mr. Davies. Yes. There is no question. My recollection is clear 
and distinct on that. I told Mr. Smyth, “No, if you want to talk to 
him.” Mr. Smyth said, “I talked to him when this thing came up,” 
and he said, “I told him that I wanted his resignation, but he said he 
wouldn’t give it to me,” I think. The years may be wrong but this 
is the substance of it. I think Mr. Smyth told me that he had been 
with us for 18 years and he said he wanted to stay 20. Those years 
might be wrong, but it was a couple of years more that Mr. Anater, 
according to Mr. Smyth, alleged he wanted to put in before he resigned. 
So I informed Mr. Smyth he could talk to him, but he could not ae 
cept his resignation, amd the matter rested there. That was Friday 
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On Sunday I went to Los Angeles in connection with a racket driy, 
in the case of a prominent racketeer down there, Mickey Cohen. | 
stayed down there, and I went over to Las Vegas. We had a ni 
stationed in Las Vegas, and we had been criticized for lack of pro 
duction there, and I went to Las Vegas and spent 2 days there. | 
came back. That would be the end of April. 

Mr. Smyth—as a matter of courtesy we usually ask the head «| 
an office to give us a letter requesting an investigation, not only as a 
matter of courtesy, but so if something rough develops in the thing 
we can show that there had been a united front, and we were not 
disrupting their force against their wishes—so | asked him for | 
letter. He promised to give it to me. Then he postponed it. | 
made a number of requests, I don’t remember the dates, but on May 
15, I wrote an airmail letter to the Chief of the Intelligence Unit 
asking for the jacket. 

Mr. DeWrnp. To get this clear, on May 15 you wrote to the chief, 
you mean Mr. Woolf, the Chief of the Intelligence Unit in Wash 
ington ¢ 

Mr. Davies. Yes, that is correct. 

Mr. DeWinp. And you requested a formal jacket on the Anater 
matter ¢ 

Mr. Davies. That is correet. 

Mr. Byrnes. That is really what starts an investigation, is it‘ 

Mr. Davies. I don’t know. It is a technical matter. I told M: 
Smyth that the investigation was started in our discussion. 1 told 
him I was going to make an investigation, and the investigation was 
started. Is it an investigation when Mr. Bice gets information about 
Mr. Anater that is considered serious? I think that ts the beginning 
of an investigation. That point comes up often in so-called voluntary 
disclosure matters. J think anything that a Government officer does 
to start an investigation is part of the investigation; whether that 
is right or not, I am not sure. 

Mr. Byrnes. You are certainly not suggesting that as soon «as 
charge is filed, that that started the investigation if nothing further 
is done except conversations back and forth? 

Mr. Davirs. Well—— 

Mr. DeWinp. I think perhaps you are talking about two different 
things, are you not? In the first place, you are talking about a situ 
ation that would prevent Mr. Anater from resigning. 

Mr. Davies. That is what I had in mind, of course. 

Mr. DeWixp. And you consider once you have a serious charge, 
you think it is too late for him to resign without an investigation ‘ 

Mr. Davies. That is what I told Mr. Smyth. 

Mr. DeWinp. The question of whether you had done any effective 
investigation is another matter? 

Mr. Davies. That would be a matter in each individual case. 

Mr. DeWinpv. In this particular case the real investigation did not 
get under way until May 15? 

Mr. Davies. We asked for the jacket. As far as asking for a jacket, 
I myself made a number of investigations where I did not ask for 
the jacket until I was all through. That is against orders, but I have 
done it, and a lot of other agents do it. So the investigations are 
under way without the jackets. We are supposed to have a jacket 
as the authority to make an investigation. 
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Mr. Byrnes. From a formal standpoint, that is considered the 
starting point, is it not? 

Mr. Davies. Yes, sir, that is correct. 

Mr. DeWinv. This is May 15, and it was April 20 when you made 
it clear to Collector Smyth that you were going to have an investigation 
of the Anater case? 

Mr. Davies. Yes, sir. I ‘might say that in that period some place, 
Mr. Crabtree had been called back in the naval service, and I had 
originally intended to assign the matter to Crabtree. I can’t testify 
that this had anything to do with it, but finding competent people 
that I wanted to work on the case was one of my problems, as it 
always is. 

Mr. DeWinv. Then, Mr. Davies, is not this another example of 
divided responsibility, inadequate personnel, and inadequately trained 
personnel to deal with a personnel situation ¢ 

Mr. Davies. I think so, yes, sir. 

Mr. DeW rnp. The result of the divided responsibility and lack of 
personnel and lack of trained personnel investigators resulted in 
important charges against Mr. Anater, whether they were right or 
wrong, but serious charges going uninvestigated for quite a consider- 
able period, in excess of a vear. 

Mr. Davies. I am not familiar with that first—I have heard of it 
just indirectly—what Mr. Krause did in Sacramento. How that 
enters this thing I am not familiar. I got my first information 
apparently in December of 1950, and it was in the hands of Crabtree 
in February. I didn’t talk to Mr. Smyth until April 20. 

Mr. DeWixp. Apparently Mr. Smyth had information concerning 
the same pottery thing for over a year. 

Mr. Davres. He said so. Incidentally, subsequent to that, what 
time I can’t recall, Mr. Blote. who is Mr. McKenny’s assistant, told 
me he had discovered that Mr. Anater was delinquent in taxes, he 
filed a correct tax return, but he owed taxes of about $15,000, and that 
he had gone to Anater and they had quite a serious quarrel about the 
matter, and he forced Mr. Anater to pay that. 

One of the things in our investigations of personnel is, are they 
doing outside work. That is always n prolific source of trouble. 
During the war there was a mimeograph put out over the Commis- 
sioner’s signature that under certain circumstances Treasury person- 
nel could do outside work. and that let the bars down, and there was 
quite a lot of people who did things other than their Government 
work as a result of it. T found out to my surprise that I had the 
authority to grant permission to do outside work, and several people 
were quite insistent that I olive them permission, I would not do it 
hecause I think it isa very bad practice, suit I have seen a piece in 
the paper, and it came out in Jerry Klutzz’s news letter, and I was 
panel re with it, that the Treasury Department permits its em 
ployees to work in gas stations, and things of that sort, and several 
of the people used that to force me to let them do outside work. I 
wouldn't doit. Tthink it isa very bad practice. 

Mr. Byrnes. That was during the war you said that came out? 

Mr. Davies. Yes: and it has never been repealed, it has never been 
changed. It is still in force and effect. 

Mr. DeWrnp. That is a policy designed to let the lower paid em- 
plovees supplement their income? 
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Mr. Davies. As I understand it; yes. 

Mr. DeWinn. That, in your view, is an undesirable practice ? 

Mr. Davies. In our work. I only thought of it in connection wit! 
our work. I think for a special agent, who has to be particular!) 

careful ¥; keep his skirts clean, they never should do anything outside 
of their Government job, and I have never given permission to any 
of them. There have not been very many that wanted them. I think 
the people should be paid enough to do one job, and if they can’t live 
on their pay, they ought to go and do something else. That is my 
opinion. 

Mr. DeWinp. What is the minimum salary of a special agent ? 

Mr. Davres. Grade 7, and honestly, I don’t know what the minimun 
salary is. I think it is around $4,000. 

Mr. DeWinp. That is for an agent that is supposedly trained t 
make tax fraud investigations? 

Mr. Davies. Yes, sir. Most of our men—and I have tried in recruit 
ing, the little recruiting I have been permitted to do, I have tried to 
get fellows with either law degrees or a bachelor of commercial science, 
accountants with some experience, because I think without one of those 
two educational backgrounds they can’t do our work satisfactorily. 
So the fellows have the responsibility for passing on questions in 
volving tremendous amounts of money, sometimes as much as a million 
ragga and I don’t feel that we should be staffed with people who are 

1 dire circumstances financially. I think that they should have 
pes income so that they can have a comfortable life, and not be 
subjec ted to temptation to do anything for money. 

Mr. DeWinp. That is one aspect of the matter, the adequacy of the 
salary, and the other aspect is the adequacy of the supervision, because 
no matter what the salary is, too much discretion in the hands of the 
individual agent can be the real problem, can it not ? 

Mr. Davies. Well, I have found this. You can employ people, and 
you can look +t their records, and you can investigate them, but one 
of the things that is highly important, that you can’t successfully get 
the facts on, is what the character is. A man might have a high salary 
and have a bad character. That doesn’t always go hand in hand. 

Mr. DeWinp. Mr. Davies, if I can return then to this Anater matter, 
the investigation was formally jacketed, or a formal jacket was re 
quested on May 15? 

Mr. Davies. That is correct. 

Mr. DeWinv. When was the investigation completed, or has it been 
completed ¢ 

Mr. Byrnes. Before we go to that, can we stay for just a moment 
to this period of May 14% This was one item that was in the so-called 
bill of particulars or Doolan letter to Senator Tobey, was it not? 

Mr. Davies. Yes, sir. 

Mr. Byrnes. Concerning outside activities? 

Mr. Davies. Yes, sir. 

Mr. Brrnes. That was one of the enumerated provisions? 

Mr. Davies. Yes, sir. 

Mr. Byrnes. You were before the Seward jury on May 11, were you 
not ¢ 

Mr. Davies. Yes, sir. 

Mr. Byrnes. W a a O'Gara? 

Mr. Davies. Yes, s 
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Mr. DeWrnp. That was the time when he first made an effort to 
liscuss the items in the bill of particulars with the Seward grand jury, 
I understand. 

Mr. Davies. I want to be perfectly clear on this. 

Of course, I took an oath of secrecy before that grand jury. 

Mr. BYRNES. | don't waht you to dist lose anything {| t went on in 
the grand jury. 

Mr. Davies. Would it be all right for me to disclose something that 
didn’t happen ¢ 

Mr. Byrnes. Yes, I think so. 


Mr. DAVIES. As fay is | recall, nothing was mentiol ed to me al out 
inv billof particulars at the time I was be fore the erand jury. 
Mr. Byrnes. Was it discussed with you before you went to the grand 


jury, or afterwards, by Mr. O'Gara, or anybody ¢ 

Mr. Davirs. No, sir. 

I was s iby naued at Ll 1) in the mort Ing in mi office, with orders 
to appear at 11:30 before the grand jury. 

Mr. O'Gara discussed nothing with me outside the grand jury, except 
to come out around 12 o’cloek and tell me that I could vo to lunch and 
come back at 1. 

And that was the only discussion that I had outside the grand jury. 
He said he Was sorry to keep lie waiting. That 1s all | remember. 

Mr. Byrnes. Was it the fact that this item that was in the so-called 
bill of particulars had been | rought to yout attention at any time prior 
to May Lh ¢ 

Mr. Davies. I don’t think so. 

Mr. Byrnes. Are you positive it had not, from any source / 

Mr. DAVIES. I didn’t see that bill of particulars ri self until some 
time after the newspapers started to print portions of it without the 
names, and that was long subsequent to this time. 

Mr. Byrnes. You believe it is just coincidence that on May 15 you 
would take the first formal step towards an investigation of Anater’s 
outside activities ¢ 

Mr. Davirs. Well, I can say this. I don’t know whether it is pure 
coincidence or not, but I always intended to investigate Mr. Anater, 
from the time I saw the allegations against him. I had so stated to 
the collector sometime about May LD. I discussed it with Mr. Crab- 
tree, I guess, about the time we had this first complaint about Anater. 

Mr. DeWinp. The bill of particulars’ allegation concerning Mr. 
Anater reads as follows: 

During the period that the sales and seizure division was under Anater’s super- 
vision, he and others purchased four business properties which they operated 
during this period, and Anater failed to file timely income-tax returns and pay 
the tax due thereon \nater’s activities have been under investigation, but no 
action has been-taken because of the other individuals involved. 

Did your investigation, which began on May 15, support those 
charges or find any significance to them? 

Mr. Davies. Mr. Anater was interested in a number of businesses. 

I am not familiar with the details. I have the agent who made the 
investigation, who can testify as to the details. 

I know generally that his investments in more than one of these 
businesses, at least two of them were with monevs loaned to him by 
another individual, who is alleged to have been interested in a race 
track in the East. 
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There were allegations that he was a gambler. Whether he was «©: 
not I am not prepared to state. 

I considered it a very serious matter. 

What was the rest of the question / 

Mr. DeWrxv. What you have just said relates to the allegatio: 
that he and others purchased four business properties which they 
operated. 

Now, did yeur investigation disclose that these business interest 
involved Mr. Anater’s official duties, apart from the question of pos 
sibly interfering with them, because of the time he spent on them / 

Mr. Davies. I want to say this. I am very anxious to give you 
gentlemen everything that you are interested in. There is an im 
portant angle in this case that is not complete. I will answer any 
questions that you like, but I want to say that first. 

Mr. DeWinp. You say there is an important angle of this investiga 
tion that is not complete ? 

Mr. Davies. Yes—not of Mr. Anater’s case, but of another taxpayer 
that might have an effect on the Anater case. 

Mr. DeWinp. I do not want to get into any other investigation. 

Let me ask it this way. Did your investigation of this allegation 
concerning Mr. Anater’s business, outside business connections, develop 
that he had used his official position in ay improper way to obtain 
these business interests. or In any other way in connection with this 
business interests, Mr. Davies? 

Mr. Davies. That was denied, and it was not proven. 

Mr. DeWrnp. The next thing was that during this period Anate: 
failed to file timely income-tax returns and pay the tax due thereon. 

Mr. Davies. I am informed that he was delinquent in the amount of 
taxes that he owed at one time. Mr. Blote so informed me. 

I believe the investigation showed that. I don’t know whether or 
not he was delinquent in his tax returns, Mr. DeWind. That is a 
detail that I am not familiar with. 

Mr. Byrnes. There was an item, was there not, where he failed to 
report certain income, or failed to pay taxes on certain income # 

I think you just testified to it a few minutes ago. 

Mr. Davies. According to Mr. Blote, he was delinquent in the pay 
ment of his taxes of about $15,000. 

Mr. DeWinp. That is, tax that he reported as due? 

Mr. Davies. That is the way I understand it. I don’t want to be 
too positive about that, because I didn’t examine the returns myself. 

Mr. Byrnes. But he had during the course of time, at least, been 
delinquent in some respect with regard to his own income-tax returns / 

Mr. Davies. I think that is corerct; ves, sir. 

Mr. DeWinp. You say he was delinquent in respect to reporting or 
delinquent with respect to paying the tax? 

Mr. Davies. As [ understand it, he was delinquent in paying the 
taxes on the income that was involved. I believe at one time—I can't 
remember, but it was quite a substantial income. He owed a large 
piece of tax and it hadn't been paid, though the income had been 
reported. 

Mr. Byrnes. As far as these outside business activities were con 
cerned, it was found that he was engaged in outside business activities, 
Was It not ¢ 

Mr. Davirs. Oh, ves, admittedly So. 
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Mr. Byrnes. More than one? 

Mr. Davies. A number of them, yes, sir. Quite a number. 

Mr. Byrnes. And interests that could have an influence on his offi 
cial job and position ¢ 

Mr. Davies. Possibly so, yes, sir 


Mr. DeWinp. Was it shown that Mr. Anater had any connections 
his official duties with the businesses that he had an interest in / 

Mr. Davies. This goes back to that other investigation, and I would 
sav that the answer to that would be ves, Mr. DeWind. 

Mr. DeWinp. That is a matter you do not wish to discuss in any 
detail here: is that right / 

Mr. Davies. 1 intentionally left two charges out of the charges 
iwainst Mr. Anater, for the reason that they depended on the facts 
disclosed in another investigation which is still in progress. 

Mr. DeWinp. Your reason is that to have put those charges im 
might have prejudiced that investigation / 

Mr. Davies. No. sir. We weren't getting cooperation on the other 


vestigation. It is an extensive, complicated, difficult one, involving 


a lot of money. I felt that we had sufficient material to recommend 
the dismissal of Mr. Anater without these. They were not proved 
n the form that they existed in the recommended charges that Mr. 
Hatert made to me, and the proof of them would involve the com- 
pletion of the other case, and I felt that if we raised these issues in 
Mr. Anater’s case we would damage our possibility of proving the 


situation In the other case. 

Mr. DeWinp. I mean, had you brought them in you might have pre 
judiced your other investigation ‘ 

Mr. Davies. Yes, sir. 

Mr. DeWinp. The last part of the charge was: 


(nater’s uctivities have been under investigation, but no action has been taken 
because of the other individuals involved 


Did you find that other individuals involved with Mr. Anater had 
influenced the investigation / 

Mr. Davies. As far as I know I can give you an unqualified no on 
that. Nothing in the wih of pressure or attempts to influence the 
investigation ever came to my attention. 

I may say that Mr. Smyth didn’t object to anything we did. He 
made no pleas for Mr. Anater or Mr. Schino. 

No politicians or tax counsel, or anything of the sort, contacted us 
ind asked us to do anything on the case. 

Mr. DeWrxp. You found no evidence that there had been any delay 
brought about in the investigation because of the positions of any of 
the other persons ¢ 

Mr. D.vies. I think not. No, sir, lam sure not. 

Mr. Byrnes. Of course, up to May 14 you had not started any 
official investigation, had you / | 

Mr. Davies. No, there had been no field work done as such. 

Mr. Byrnes. So that if there was likely to be pressure the pressure 
would have come, probably, after May 14; and from what I under 
stand to be the situation here after May 15, a person would be rathe) 
careful about exhibiting any interest in the cases or exerting pressure, 
would they not / 
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Mr. Davies. Well, we have discussed this amongst the special age 
lots after these investigations started. I] don’t know. On the 
coast here there has been mightly little of that, so far as I know 
have been in the service for 30 years. The only political pressm 
ever experienced was in my first year from a State Senator in 
State of Lowa. le said he would get me fired. 

And I have had no threats or attempts to influence me by tax cot 
or politicians, myself. I think those things are sometimes brought 
by the agents themselves not being alert to stop them before they 
started. I think there is very little of it, in my experience. 

Mr. Byrnes. Of course your experience in the San Francisco 
ts been somewhat recent, has it not ? 

Mr. Davies. That is correct. I have been here 18 months. 

I worked out here for about 6 months in 1938 and 1959 on an as 
ment. Other than that, not here at all. 

Mr. Byrnes. The experience you are referring to is more in so 


} 


other areas / 

Mr. Davu Ss. Seattle and Los Angeles. 

Mr. Byrnes. We are glad to hear that, at least in those two ar 
you give them a pretty clear bill of health. 

Mr. Davies. I think there is a great deal of talk about those thing 
I never had but two men offer me a bribe in my life. One of the: 
was a low eracde attorney. And we rented the office next door a 
put a bug in on the wainscoting and got a good record of our conver 
sation, and the United States attorney refused to prosecute, There 
was no money passed. We couldn't vet the money. He was rong to 
vive me half of a 86.000 fee, but he never got the fee. 

The other one was a bootlegger, and L ealled his attorney and asked 
him to keep him out of the office, and that was the beginning and e1 
of that. 

Those were the only two experiences in my career where anybody 
ever offered me anything. 

Mr. DeWinp. You say, Mr. Davies, that Mr. Anater was dismissed 
from the service / 

Mr. Davies. I recommended that he be dismissed. I am informe 
that he was permitted to resign. 

Mr. DeWixp. That is, you told Mr. Smyth in April he could not 
resign. When was that, in November of 1951, that you completed you: 
investigation ¢ 

Mr. Davies. I have forgotten. Iam sorry. 

Mr. DeWtinv. The record indicates it was sometime during Novem- 
ber of 1951, and at that time you recommended dismissal ? 

Mr. Davies. That is correct; yes, sir. 

Mr. DeWinp. You say you were informed that Mr. Anater was 
nevertheless permitted to resign ¢ 

Mr. Davies. I just learned of that in the last couple of weeks. 

We are not alway s informed of the actions taken on personnel cases 

[ am always curious, and many times I never find out. 

Mr. Byrnes. You mean you make recommendations and you neve! 
hear what happens to them ¢ 

Mr. Davies. That is correct: yes, sir. 

Mr. Byrnes. You make those recommendations to whom? 

Mr. Davies. Chief of the Intelligence Unit. 
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Mr. Byrnes. The Chief of the Intelligence Unit in Washington, 
D. C.? 

Mr. Davies. That is correct, 

Mr. Byrnes. And that may be the] ast you ever hear 

Mr. Davies. I don’t want to leave the wrong impression with you. 
If I am curious enough and interested enough, I am in contact with 
them over the long-distance phone, and I have asked on occasion what 
happened to a case, and they tell me. In other words, there is no 
attempt to keep me in the dark as to what happens to them, but 
sometimes—— 

Mr. Byrnes. They do not make any effort to keep you informed, 
either / 

Mr. Davies. No, sit 

Mr. DeWinxpv. Your responsibility is to report only and not to take 
any personal action; is that right? You report and recommend, but 
do not take action ? 

Mr. Davies. I cannot hire or fire anybody. I can only recom- 
mend it. 

Mr. DeWInp. And ho report ever comes back to you of the action 
taken on your recommendations ¢ 

Mr. Davies. Sometimes they do, but it is not uniform. 

Mr. DeWinp. Usually only if you ask about it 

Mr. Davies. No, 1 would say generally they let me know, but some- 
times they do not, and I am curious about what happens. 

Mr. DeWinp. There is no formal procedure by which your file is 
completed with a ne of the action taken on your report ? 

Mr. Davies. No, si 

Mr. Byrnes. Poy you ever made a recommendation for dismissal 
and then found that the person just continues to be employed and 
never any report back to you ( 

Mr. Davies. I have never made a recommendation for dismissal that 
the person continued to be e mployed, Congressman. 

Mr. Byrnes. The least they do is let them resign ? 

Mr. Davies. Yes. sir. I haven't had a wide field of experience 
there. Mine principally covers the last 18 months and none of them 
that I have recommended to be dismissed stayed in the service. 

Mr. Byrnes. But they did not dismiss in each instance; in some 
instances they permitted the resignation / 

Mr. Davies. They did it in this instance. I believe this is the only 
one that I know. 

Mr. Byrnes. This is the only one? 

Mr. Davies. Yes, sir. I understand, and I have appeared and 
talked to this group, that the final decision is made by a number of 
high officials in the Bureau, and that they pass on what should be done 
in each personnel case. Mr. Lynch, head of personnel, is the head 
of the group. The Chief of the Intelligence Unit is also a member of 
the group. The chief counsel is a me smber. I think there are five or 
six of them. I think I talked to them in one case myself. 

Mr. DeWrnp. What were the charges, Mr. Davies, on which you 
based your recommendation that Mr. Anater be dismissed ? 

Mr. Davies. Failure to report alleged violations called to his at- 
tention—that was a long time ago, and the facts were not too clear, 
incidentally. Outside employment without securing proper authori- 
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zation, although that was known to his supervisors. He didn't 
through the proper channels that I thought he should have, and it 
a major violation in that he was inte rested in a lot of businesses. 

Mr. DeWinpv. You say it was a major violation because of the ex 
tensive character of his outside interests / 

Mr. Davies. So it seemed to me. 

Mr. DeWinp. That was a matter that was known to the collect: 
and to the supervisor ? 

Mr. Davies. I don’t know to what extent Mr. Smyth knew of M 
Anater’s employments, but he knew at least of the pottery because 
so told me. 

Mr. DeWinp. What other charges, if any, were there ? 

Mr. Davies. Submitting false expense accounts. 

Mr. DeWinp. You mean travel expense and that sort of thing’ 

Mr. Davies. Yes, sir. 

Mr. Byrnes. That is just more than a violation of regulations, 
it not./ 

Mr. Davies. In some instances that can be a criminal offense. It 
stated to be such. This was taken up with the United States attorney 
and the matters were explained, and he felt that it didn’t offer oppor 
tunities for a successful criminal prosecution. 

Mr. DeWrnp. That it did not? 

Mr. Davies. It did not, no, sir. 

Mr. Byrnes. Did you get reimbursement ? 

Mr. Davies. I am sorry, I don’t know about that. 

Mr. Byrnes. Who would be responsible for getting reimbursement 
if there were some funds that should be reimbursed / 

Mr. Davies. I am ashamed to say I don't know. TIT would imagin 
it would be the General Accounting Office. if they were to handle | 
close-out pay. I don’t know what the machinery is to bring those 
matters together. 

Mr. Byrnes. That would generally be done by the Intelligencs 
Unit in Washington referring the matter over to the General A 
counting Office / 

Mr. Davirs. Some such steps probably should be taken. T dich 
take any myself. Perhaps that 1s an oversight on my part. 

Mr. DeWinp. You say there were two other charges that you have 
not referred to which are related to another investigation / 

Mr. Davies. That is right. 

Mr. DeWinp. Those charges were not made the basis for recom 
mending dismissal because you thought the others were adequate / 

Mr. Davies. I thought what we had was sufficient to remove this 
man from the service. The clear proof necessary to support both of 
the charges omitted from the letter of charges depends on the result 
of another investigation. I talked those over with Mr. Hatert. the 
special agent in charge of the investigation, and he was familiar with 
my reasons for omitt ing these two chi: arges, 

Incidentally, Mr. DeWind, I have follow «| the procedure of my 
] redecessor in hand ling personne! cases, Tie agents who make the 
investigation under the regulations make no charges whatever. How 
ever, Mr. Read, my predecessor, asked in each, case that they give him 
a personal letter with their opinion of what sharges should be served 
and what their general opinion of the ease is. 1 think it is very help 
ful and I have continued that policy. 
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Mr. Hatert was asked to give such a list. He included these two 
charges. I discussed with him why I felt they should be omitted, and 
I believe he agreed with me. 

Mr. Kean. ‘Outside of the stigma of discharge, rather than resigna- 
tion, are there special advantages to resignation from the question 
of financial pensions and such things? 

Mr. Davies. No, sir; but there is this important advantage: Reem- 
ployment in Government serv ice. 

Mr. Kean. One who has resigned may be reemployed by some other 
branch of the Government ¢ 

Mr. Davis. Yes, sir. 

Mr. Kean. If he is discharged, he is through ¢ 

Mr. Davies. That is my understanding; yes, sir. His chances are— 
I want to amend that to this extent—Il believe that under certain cir- 
cumstances he may be discharged from the Government service and 
later be reemployed, depending upon how serious the matters against 
you were. 
~ Mr. Kean. And how strong your political backing is? 

Mr. Davies. I don’t know about that, but I do think that the differ- 
ent departments have such varied recruitment requirements that some- 
times you can’t qualify in one, and you can qualify in another, and 
they have been very hungry for people in different branches of serv- 
ice, and they have let the bars down in a great many respects, I have 
heard. I am not an authority. I don’t know very much about it. 

Mr. Byrnes. Do you understand, however, that it does affect their 
civil-service status ¢ 

Mr. Davies, Yes: I am sure if a man were discharged for embezzle- 
ment he is through in the Government forever and a day. If he were 
discharged for being drunk on duty, or some such matter, I think 
possibly they would overlook that in the future if he had been out of 
the service for some time. 

Mr. Byrnes. If he is discharged, let us assume, for improper out 
side activities, as compared to just being permitted to resign, does not 
that have something to do with his civil-service classification and 
whether he is continued in his reemployment rights under civil service ? 

Mr. Davies. Oh, yes; I am sure it does. But what those require- 
ments are I don’t know. I think if you are discharged for cause it 
becomes associated with your personnel file, and thereafter it always 

confronts you if there is notin in connection with your Govern 
ment employment, future employment, or past rights, or anything else. 
It is part of the file. If you are permitted to resign, your record is 
clear. 

Mr. DeWinv. Mr. Davies, I would like to go back for a moment 
tothe Schino matter. Mr. Schino was originally indicted, as I under- 
stand, on a charge of conspiracy to defraud the United States; is that 
correct ¢ 

Mr. Davies. That is my understanding. I am not positive exactly 
what the charge is, but some sort of conspiracy, and he is being tr ied 
on it now. 

Mr. DeWinp. And later and only recently he has been indicted on 
a charge of perjury; is that correct? 

Mr. Davies. Yes, sir. 

Mr. Byrnes. When was that indictment returned ? 

Mr. DeWrnp. In January of 1952. 
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Mr. Davies. I was going to say within the past month. 

Mr. DeWunp. Is there a reason, or any reasons, why the perjury 
dictment was delayed, and was not brought at the time the conspiracy 
indictment was brought ’ 

Mr. Davies. I am going to rely on your advice, Mr. DeWind. The 
man is under indictment. Should I express an opinion or discuss 
the matter ?¢ 

Mr. DeWinp. No, I don’t think you should express any opinions 
about the matter. Maybe I ean rephrase my question. 

Mr. Davies. I don’t want to quibble with you. 

Mr. DeWrinp. Yes, I understand what your feeling is. Was all 
of the information on which the perjury indictment is based in the 
posse ssion of the Intelligence Unit at the time the first indictment 
was brought ? 

Mr. Davies. Yes, sir. 

Mr. DeWrunp. Had it been made available to the United States 
attorney at that time? 

Mr. Davies. I am not sure about that, but I believe that it had. 

Mr. DeWinp. I do not want to ask you for any opinion as to the 
innocence of Mr. Schino or anybody else, but | would like 
as to whether there was any reason in the minds of any- 
Internal Revenue Bureau as to why there should not also 


guilt or 
to inquire 
body in the 


be a perjury indictment at the time the conspiracy indictment was 


brought ? 

Mr. Davies. I am going to answer that. If I am talking about 
something | should not, | hope you will stop me before I make some 
serious error. 

Mr. DeWinp. If you think there is any serious problem about that, 
you might wish to discuss it with the committee off the record before 
you make any pub slic statement. 

Mr. Davies. Do you mind if I do that? Because I am perfectly 
anxious to tell you why it was left out, and we used reasonable dis 
cretion and took occasion to call to the attention of the proper 
people. 

Mr. DeWinp. Certainly In other words, in your opinion there 
was an adequate and good reason for the delay in bringing that h 
dictment ¢ 

Mr. Davies. I think so; yes, sir. 

Mr. DeWinp. Mr. Chairman, do you wish to have Mr. Davies briefly 
explain this to you off the record here. with a view to deciding 
whether or not it shouk | be put ona public record ? 

Chairman Kine. Perh: an it would be well to wait until Mr. Davies 
has comp leted his session with us, and then give us that afterward. 
I ap preciate your interest and your concern. Committees very often 
are criticized for getting into fields that are sensitive, and it is un 
fortunate that Mr. Schino’s situation should be presently before a 
court at the same time that we are here discussing it. 

Mr. DeWInp. The reason I went into this question, Mr. Davies. 1S 
that it is important that it be clear that there was no attempt to hold 
back or cover up anything involving Mr. Schino or anybody else, 
and you say that this matter was carefully and adequately considered, 


and information concerning it was given to the U nited States at 


torney’s office ? 
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Mr. Davies. I said I thought it was given to the United States at- 
torney’s office, but I did say it was given to people that I felt were 
interested and entitled to receive it. If I can discuss it off the record 
with you, I hope to convince you that I was care ‘ful to see that it was 
properly handled. 

I may say this. and this has nothing to do with whether Mr. Schino 
is or is not guilty. I was present when he gave his testimony before 
the Kefauver committee. I told Mr. Crabtree when he started his 
investigation, “This must be gone into, because I think the ae 
shows that it is a matter that can be proved or disproved.” And i 
was gone into ve ry thoroughly to produc e the facts in connection with 
the testimony. I am not an attorney. I don’t pretend to have 
adequi ite opinion as to what the matter is—— 

Chairman Kine. I do not know whether that would be too a’ ful 
to vou or not, Mr. Davies. I have been associated with 12 or 14 of 
them now for over a year, and some of our most interesting idle 
are over disagreements among attorneys in this staff, and not Mr. 
Kean and myself. We get along all right. 

Mr. DeWinp. Mr. Davies, is it a fair conclusion to draw from your 
testimony here that you believe that personnel investigations in the 
Bureau of Internal Revenue and specifically in your division have 
been inadequately handled for a number of reasons which you have 
stated, but that you have found no evidence of corrupt or improper 
motives in failures to investigate that you are familiar with? 

Mr. Davies. I think I have stated that we didn’t have trained per- 
sonnel to investigate charge cases, I allege that nothing that I have 
done in connection with these cases was motivated by anything except 
a desire to do my duty, and I do state that nobody to my knowl- 
edge exerted any influence or pressure to hurt or help any of the 
people involved in these investigations. I think they have h: ad a fair 
investigation from our outfit. Any recommendations that I am 
required to make, any recommendation I made, I tried to put in 
my reasons for making it and the evidence to support it. 

Mr. DeWinp. Mr. Davies, in any of the investigations or any al- 
legations concerning employee s in the collector’s office . was it a factor 
in the manner in which the investigation was conducted or was not 
conducted that the collector was a political appointee? 

(No response. ) 

Mr. DreW IND. Appointed by the President ¢ 

Mr. Davies. I can state that as far as my decisions on any of the 
cases that I handled are concerned, I did not take into consideration 
that the collector was a Presidential ap pointee. 

Mr. DeWinp. That is. the problems of investigating charges 
against the collector’s office in your view were no di fferent than in- 
vestigations of personnel in any ‘other office ? 

(No response. ) 

Mr. DeWrnp. What I am trying to get at, Mr. Davies, is whether 
the collector’s position as a Presidenti: ul abe ni confirmed by the 
Senate, created any problems that did not arise in connection with 
other offices where the heads of the offices were career employees. 

Mr. Davies. Well, it created the situation as far as I am concerned: 
I wouldn’t begin an investigation of a collector of internal revenue 
without setting forth all the facts to the Chief of the Intelligence 
Unit, and securing his permission. Now, as far as his personnel are 
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concerned, if I had a reason to investigate them, the fact that they were 
working for a man appointed by the President would not enter into 
my calculation. 

Mr. DeW inp. And any decisions to refer personnel matters to the 
collector’s office and avoid any investigation by your own office would 
not be affected by the collector’s position ? 

Mr. Davies. I don’t think I referred any personnel matters to the 
collector during my tour of duty here. But I don’t think that | 
would have considered as a factor the fact that the collector was 4 
Presidential appointee in whether or not I felt any of his employees 
should or should not be investigated by us. 

In other words, if I had : idea that the man had done something 
that we should investigate, I don’t think I would have paid any 
tention to the collector's political appointment. 

Mr. DeWinp. I simply wondered, because Mr. McKenney and M: 
Frank and other people have testified at our hearings here, and othe: 
individuals have testified elsewhere, that the collector’s position re: 
dered control over himself and his office more difficult. I wondered 
whether you agreed that was so or not? 

Mr. Davies. I agree that, as far as the collector himself is co 
cerned, whether or not he was competent and should have had the 
position is a matter that I wouldn't feel was within the scope of 
my jurisdiction. 

Mr. DeWtnpv. That seems to be clear; that is not part of your re 
sponsibility. 

Mr. Davies. Yes. 

Mr. DeWINp. I simply wondered if, given his position, it made your 
job more difficult than it would be if he were a civil-service appointee 
on a career basis subject to control by the Commissioner. 

Mr. Davies. It is difficult for me to answer that without having a 
specific case. If you had some illustration, I would give you my 
opinion of what IT should or should not do in either office. 

Mr. DeWrnp. That has not been your experience, that you have ru 
into that difficulty ? 

Mr. Davies. I have no instance in my experience where that was 
a factor. 

Mr. DeWrnp. If I could return for a moment to the Mountain 
City Consolidated Copper case, do you know in that case whether any 
agent ever inspected the stock books in the offices of the company ? 

Mr. Davtes. I will answer that, first, 1 am sure they did. I went 
over to Reno one week end in the progress of this investigation, just 
before Christmas, and I looked at what they were doing ‘and talked 
to Mr. Davis, who had charge of four men and two stenographers. 
Later I etary two more men to him, and it is my recollection, al 
though I didn’t audit the details myself or examine their working 
papers to any extent, that he got. very extensive records from Pat 
Mooney. We rented an office in the Storey Building, I believe. 

Mr. DeWtnp. Specifically, what I was getting at was, did any 
agent get the names of all the stockholders or persons who had bought 
stock in the company ? 

Mr. Davtes. I will answer that by saying that I know they didn’t 
get the names of all the stockholders, but I think they got the names 
of virtually all of them. For example, while we know the name of 
this person, whether or not she is a stockholder, your guess is as 
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good as mime. Mrs. Jenkins’ name appeared on no record of the 
company, although it is alleged she was a stockholder. I can conceive 
that many people were sold stock in that company without any record 
appearing on the books of the manner in which those sales were 
handled. 

Mr. DeWinp. In your opinion has everything been done that is 
possible to get the names of all stockholders appearing on the record, 
or persons Who may have bought stock and whose names do not 
appear on the record ¢ 

Mr. Davies. I am informed by Dalvin Davis, who is a very com- 
petent auditor, that he feels that we have a substantially accurate 
picture of the operations of that mine. Their records were not com- 
plete. There are blind spots. 

Mr. DeWinp. I would like to then ask you a second question. Have 
the files of the Bureau of Internal Revenue been checked on each 
of those persons, that was found to have any possible connection as 
a stockholder or person who had put up money for stock, to determine 
whether those persons had any tax difficulties pending at the time 
they purchased the stock ? 

Mr. Davies. No, sir. Let me say—— 

Mr. DeWinp. You say that has not been done? 

Mr. Davies. That has not been done; no, sir. Let me tell you what 
was done. Mr. Davis and the three men that were assigned to the 
case, Special Agents Burns, Hatert, and Seay, came to San Francisco 
the week end after Thanksgiving, 1950, with imstructions from me 
to take the record of stockholders in our possession from the Securities 
and Exchange Commission, which had made an investigation of this 
same organization and had rendered these records available to us. 
We had taken a list of the stockholders from that record. I told Mr. 
Davis, “I want you to go to San Francisco, see Charles King.” who 
was the internal revenue agent formerly stationed at Reno, who was 
familiar with Nevada. He had charge of a squad of revenue agents 
handling all tax work in Nevada. I said, “See King, take this record 
of stockholders, find out which ones are people with racket back- 
grounds, and who invested the most money in this thing, and see if 
there are any tax cases in the agent’s office in L. A. on or around the 
time they purchased this stock.” 

I am informed that was done. Subsequently they went to Reno 
and secured the names of numerous other stockholders from the 
records of the Mountain City Co., turned over to them by Pat Mooney. 
They tried to make a similar check of the collector's records in Reno. 
Many of them had been damaged by high water from the Truckee 
River. It was not a satisfactory procedure. I am informed by Mr. 
Davis that they interviewed and secured testimony from approxi- 
mately 65 of the stockholders of the company. There were about 
600-and-some stockholders. The 65 represent the large investors who 
owned considerably more than 50 percent of the stock. It is an 
auditing procedure that I think is justified, and it was the one fol- 
lowed. He sent men to Vegas Gold Field, Elko, and tried to get 
testimony from the heavy investors in the outfit, and tried to check 
those investors’ names against the record of the Bureau to see whether 
or not there was any correlation between their purchases of stock and 
anything that happened in their tax affairs. 
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Mr. DeWinp. I am not quite sure that I understand from you 
answer whether everything that is possible has been done to identify 
or correlate the names of these stockholders with tax cases by 
examination of the records. 

Mr. Davies. As I say, we interviewed sixty-some out of 600. 

Mr. DeWinp. As to those sixty-some, they have all been check 
against the Internal Revenue records ¢ 

Mr. Davies. I think that is correct. I didn’t check them. I a 
relying on the information given by Mr. Davis. He is here, in 
dentally, in connection with the Schino trial, and if you want to ta 
to him 

Mr. DeWinpb. But in your supervision of the investigation you wer 
informed that all of these stockholders had been checked against t 
Internal Revenue records? 

Mr. Davies. I don’t remember whether I was so informed or not 
They came up here and checked these records in San Francisco, al 
they did talk to King and checked the records of the agent’s office 
Whether it was done in each of the 65 instances I do not know. 

Mr. DeWrnp. As to the remaining 540-some stockholders, thei: 
ownership seemed to be too small and their assessment too small to 
justify that kind of a check? 

Mr. Davies. We had instructions to finish the case in 5 days. It 
took us 8 weeks. Washington continuously urged speed. 

I believe that our investigation showed that the allegation that this 
was a package deal where you bought stock and had your tax affairs 
taken care of was not accurate. 

Undoubtedly, Mrs. Jenkins paid money. 

In another case, I think still under trial as a matter of law, Bones 
Remmer bought 82.500 worth of this stock, which we discovered i) 
the investigation prior to this. 

A man named Kaltenborn alleged that he was approached by Martin 
Hartmann, who offered to help him with his tax affairs if he would 
buy $3,500 worth of stock, but he didn’t buy it. 

There was another small gambler out in central Utah that alleged 
that he was offered stock, and that would help him in a tax way, but 
he didn’t buy any stock. 

Those were the only four instances that we found that had any tax 
angle. 

Mr. DeWrnp. You mean out of those sixty-five-odd stockholders 
there were only four that had any tax cases of which you could find 
any record ¢ 

Mr. Davies. Any allegations. 

Kaltenborn, for example, bought no stock. He said he was offered 
stock by Hartmann. 

Mr. DeWrinp. What happened to Kaltenborn ? 

Mr. Davies. Kaltenborn, I saw in the newspapers recently, he 
plead nolle and was sent to jail for 6 months. 

Mr. DeWinp. That was a tax fraud charge? 

Mr. Davies. Yes. 

And I may say this. I know something about that Kaltenborn 
case. It was worked by a special agent from Los Angeles. I can- 
not conceive of his ever having had anything to do with the Mountain 
City Consolidated Copper Mining Co. It seemed to me possibly, 
and probably, that Hartmann tried to sell Kaltenborn some stock, 
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but I can’t conceive of anybody in that Kaltenborn case being in a 
position, or being interested, or being involved in fixing any tax case 
on Mountain City stock. That was worked from the southern end of 
the State. 

Mr. DeWinp. Is there any continuing investigation of stockholders 
of Mountain City Consolidated Copper Co., or persons who may have 
been offered stock / 

Mr. Davies. No, sir. 

I might say this. Further check on the thing, Mr. Davis informed 
me that he had checked Pat Mooney’s net worth and his bank ac- 
counts, and it was adequately tied in with the money that we knew 
he had received. 

In other words, there were no large sums to be accounted for by 
either Mr. Mooney’s possession of assets or any bank accounts which 
would represent sales or shakedowns, or anything else. 

We did go to that extent to try to assure ourselves that we weren’t 
overlooking something, because there is a possibility that there might 
be many amounts of money that changed hands. 

Mr. DeWinp. But you felt that tended to corroborate your check 
of the 65 largest stockholders ¢ 

Mr. Davirs. Yes, sir. 

And Mr. Davis made a rough—the books were not complete. They 
hadn’t been written up, some periods, for a long period of time. They 
had to be reconstructed as best we could and done in a hurry. The 
margin for error is considerable. 

Mr. DeW inp. Were many of the 65 engaged in any illegal activi- 
ties, or racketeering activities ¢ 

Mr. Davies. The State of Nevada, being different from other 
States, things that would be rackets here are legal there. I know 
several gamblers, and I mentioned one of them because I knew him 
myself, and urged him to see him. That is Guy McAfee. He bought 
stock in the thing. 

I can see that fellow in the background, and even though promises 
were made to him, no man in the Government service had anything 
to do with it. 

Mr. DeWinpb. You found that a large proportion of these stock- 
holders were engaged in gambling ¢ 

Mr. Davies. I don’t know what the proportion was. 

We made an effort to see that we got anybody who had a racketeer- 
ing background, because we felt they would be more inclined to be 
involved in something of the sort than a person in a legitimate 
business. 

Mr. DeWinp. I have no further questions, Mr. Chairman. 

Mr. Byrnes. There is one thing that I would like to clear up, 
Mr. Davies. 

When Mr. Frank was before the committee the discussion was with 
reference to the so-called bill of particulars. The only document he 
had was a photostat of a matter that did contain the same allegations 
as were generally contained in the letter to Mr. Tobey. 

He could not tell us, however, where he got that, where it came 
from, except that it came from you, and you might be able to tell us 
where it did come from, where it originated. 

Mr. Davis. I should be happy to. 
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I told Mr. McMillan when he was making the grand-jury inqui: 
that we would be glad to supply him any reports or records in o 
office, and any pe .rsonnel that he wanted to do certain things for hi 

He asked for a man to go into the tax affairs of Mr. Smith, w! 
was the editor of the Chronicle. 

Mr. Smyth had showed me the photostat, or a photostat. May! 
it was a galley proof. I think it was a galley proof of the docume 
that we have the photostat that Mr. 

Mr. Byrnes. Who showed you the galley proof, Mr. McMillan / 

Mr. Davies. No; Mr. Smyth. Shortly after 

Mr. Byrnes. Mr. Smyth? I would like to get this straight. 

Mr. Davies. I will straighten it out for you. 

Mr. Byrnes. Mr. Smyth, the collector, gave you the galley proof 

Mr. Davies. Shortly after the start of the so-called Taylor gran 
jury Mr. Smyth called me in his office, and we had a discussion abou 
the charges against the collector’s office. 

He showed me this galley roof. I read it very hurriedly. My 
eyes are not good, and galley-proof type is pretty small. I glanced 
through it hurriedly. 

And he wanted suggestions from me as to what I should do iy 
regard to the grand jury’s inquiries. The only thing I could suggest 
was to get the people together, those whose names were mentioned, 
and talk over the things and tell the grand jury about it. 

That is the substance of our conversation. 

I wanted a copy of this document, but he said he got it from a 
confidential source, and he wouldn’t give it to me. 

I knew where he got it. He got it from the Chronicle newspaper. 
He told me that much. 

So I was asked to give a man to Mr. McMillan to look into Mr. 
Smyth’s tax affairs, which were involved in the Tobey letter. 

Mr. Byrnes. I do not think there is any reference in the Tobey let 
ter to that. 

Mr. Davies. It had been mentioned in the newspapers that the 
grand jury wanted these things looked into, so I asked Weaver when 
he went down if he would try to get me a copy of that thing so he took 
it up with the attorney representing Mr. Smith, the editor of the 
Chronicle. He gave him a copy of it. 

I had a number of photostats made, and sent back East immediately. 
That is the material I gave Mr. Frank. 

It is involved, but do you follow me? 

Mr. Byrnes. Yes; in part I do, at least. 

I wonder if you could go back. Let us start from the beginning here. 

As far as your relationship with Mr. McMillan and the United 
States attorney’s office here, there were certain matters presented, as 
I understand it, to the grand jury, starting about a week after May 16. 

Certain matters were presented on May 16. 

Mr. Davres. I was called before the grand jury myself. I came 
back that Wednesday. I had been down to Los Angeles for about 
a 2 weeks’ stay, and I got called to drop everything and come back 
here, so I remember that. 

It was the first and only time I appeared. 

Mr. Byrnes. May 16 or the following Wednesday ? 

Mr. Davies. I know I came back here on Tuesday, and I reported 
to the grand jury on Wednesday morning. 








INTERNAL REVENUE INVESTIGATION 2575 


Mr. Byrnes. Was it Wild Wednesday ? 

Mr. Davies. I don’t know how to place that Wild Wednesday. 
I have seen references lots of times to it. But I don’t know which 
Wednesday that was. 

Mr. Byrnes. Was it the Wednesday that you appeared when the 
activities of the grand jury were discontinued ? 

Mr. Davies. No; this was the Taylor grand jury. 

Mr. Byrnes. So this was the following Wednesday, I believe. 

Mr. Davies. I appeared before the Seward grand jury, and I also 
appeared before the Taylor grand jury. 

Mr. DeWinp. To pin it down, Mr. Davies, I think the time that you 
appeared before the Taylor grand jury was the time that Mr. O’Gara 
had the jury ¢ 

Mr. Davies. That is right. 

Mr. DeWinv. And Mr. McMillan was also before the jury ? 

Mr. Davies. Mr. McMillan; yes. 

Mr. DeWrnp. And that was a week later? 

Mr. Davies. That is right. 

Mr. Byrnes. Up to that time had you seen the bill of particulars 
in any form ?¢ 

Mr. Davies. No: I don’t think I had heard of it, either. 

Mr. Byrnes. In other words, your conversations with Mr. Smyth 
were subsequent to this appearance before the grand jury? 

Mr. Davies. Yes; I think it was the day afterwards, or a week 
after, or something of that sort, because he had this thing, and he had 
begun to be mentioned in the newspapers. 

And that is the first time I ever saw it, and I didn’t read it carefully. 
I had to hurry through the thing. 

Mr. Byrnes. When you appeared before the grand jury with Mr. 
MeMillan, did Mr. McMillan at any time call your attention to a list 
of charges against personnel in the collector’s office ¢ 

Mr. Davies. Could I tell you that ? 

I am not quibbling with you, but what happened in the grand 
jury—— 

Mr. Byrnes. Let me put it this way. 

Before you went before the grand jury did Mr. McMillan ever dis- 
cuss with you charges made involving personnel in the Internal Reve- 
nue Bureau, in the collector’s office here ? 

Mr. Davies. I don’t remember. 

I have had such discussions with Mr. McMillan. When they oc- 
curred I am not sure. They certainly occurred after the Seward 
grand jury. 

Mr. Byrnes. I understand that. 

What is the first time that you can remember Mr. McMillan, or any- 
body in the United States attorney’s office, discussing with you or call- 
ing your attention to certain charges against personnel in the col- 
lector’s office here ? 

Mr. Davtes. I really don’t remember, It was after my appearance 
before the Seward grand jury. 

_Mr. Byrnes. Yes. 

Mr. Davies. I think my first knowledge—and this is the best. recol- 
lection I have—of those was this galley proof that I saw in the pos- 
session of Mr. Smyth. 
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Mr. Byrnes. How long after your appearance before the Taylor 
grand jury did you have this discussion with Mr. Smyth? 

Mr. Davies. It could have been the next day. 

Mr. Byrnes. How long after that was it that you actually got the 
copy ! 

Mr. Davies. It was months after that, I am sure. 

Mr. Byrnes. Did Mr. McMillan ever turn over to you a copy of a 
list of allegations involving personnel in the collector's office ¢ 

Mr. Davies. There was a list turned over, I believe. It has been 
referred to as the McMillan letter. I don’t think Mr. McMillan ever 
turned over to me a copy of these so-called bills of particulars. 

The reason I say that is I don’t think the photostat I have contains 
all of them, and I don’t think I have ever seen that. 

I think there were 16 in the one before the grand jury. 

Mr. Byrnes. You were then Chief of the Silanes Unit, were 
you not? 

Mr. Davies. That is correct; yes, sir. 

Mr. Byrnes. And Mr. McMillan never went to you and requested 
you to investigate specific allegations that had been made against per- 
sonnel in the collector’s office ? 

Mr. Davies. Yes; he did. He talked it over with me about the 
time of the starting of the Taylor grand jury. 

Mr. Byrnes. What did he discuss with you? 

Mr. Davies. Making investigations. We discussed it, and I felt 
that the Bureau had been subjected to so much criticism—we had had 
a grand-jury investigation of similar charges in Los Angeles—I was 
anxious for the grand jury to go into the matter themselves. 

I talked it over with the regional counsel, Mr. Walter Campbell, 
and he stated that in his opinion if I started a parallel investigation 
with the grand jury’s inquiry I] might be accused of contempt of 
grand jury. 

Also—this is my opinion, now—if I investigated the allegations 
and came up with an exoneration for the people involved the Bureau 
would be accused of whitewashing. 

I was very eager and anxious, and this was my opinion throughout 
that grand jury, for the grand jury to look into the matter themselves. 

I offered Mr. McMillan, and he utilized the services of our outfit on 
particular things, and we did do considerable investigating for him. 

I did produce reports for him. I did everything he asked. 

Mr. Campbell came to me toward the latter part of the investigation. 
It had been on a number of months, and he had an idea that we would 
make a quick 2 weeks’ Investigation of these 15 charges, and perhaps 
terminate it. 

Mr. Byrnes. Who suggested that ? 

Mr. Davies. Mr. Campbell, the regional counsel. 

I told him, “No, not at this stage of the game. If I step into the 
picture now, 2 weeks isn’t adequate, and whatever I do would be 
subject to criticism. 1 think the grand jury should go ahead and 
spend whatever time is necessary to satisfy themselves that there are 
or are not offenses here.” 

I was most eager to avoid getting into the thing after it had started. 
I was sure of this, that when they got them they were going to toss 
in my lap a whole lot of these things. 

Mr. Byrnes. They did, did they not? 
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Mr. Davies. They did; yes, sir. 

Mr. Byrnes. To what extent did Mr. McMillan in the first instance 
ask your assistance in getting material to go to the grand jury? 

Mr. Davies. He wanted us to make an investigation of all these 
charges. 

Mr. syrmNeEs. You told him that you did not think that was 
advisable ? 

Mr. Davies. I discussed the matter with him, and I think it was his 
opinion, Loo, whe nwe finishe d the di sc ussion, th: at it was not adv isable. 

Mr. BYRNES. And this di scussion was about the time you wehi 
before the erand jury 4 

Mr. DAVIES. No: this was after l went before the grand jury. 

Mr. Byrnes. Shortly after? 

Mr. Davies. Shortly after, I would guess. 

Mr. BYRNES. What was the final outeome of that discussion other 
than the agreement that you would probably not go ahead with a 
full scale investig: ition / What cid you agree to? 

Mr. Davies. He said he would call on me for what assistance he 
needed, and that is generally what the discussion was, to my 
recollection. 

Mr. Byrnes. Then when did you next hear from him ? 

Mr. Davies. I have no idea. He would call me up weekly and ask 
me to produce whatever witnesses they wanted, and generally they 
were some special agents and sole deputy collectors, and | urged him 
to get the collectors through their force, but he continually called me 
and asked me to produce the people which I did. 

Mr. Byrnes. In other words, he would call you and give you the 
name of a certain individual ? 

Mr. DAVIEs. He wanted me to bring a certain record, and I would 
send him over, and we had numerous agents called before that jury and 
I got kind of discouraged about it, because it went on and on and on, 
and the agents would come back and say they were not called. They 
would sit here sometimes for 2 days at a time, and never be called, and 
I urged Mr. McMillan to turn loose our men as he could. 

Mr. Byrnes. But he would ask for a specific individual ? 

Mr. Davies. That is right. 

Mr. Byrnes. And you would see to it that that individual was sent 
over ¢ 

Mr. Davirs. That is correct: yes, sir. 

Mr. Byrnes. Or he would ask fora spec ifie file: is that correct ? 

Mr. Davies. That is correct. 

Mr. Byrnes. And you would see to it that the file went over? 

Mr. Davrers. I did; yes, sir. 

Mr. Byrnes. Did he ever ask you to try and develop leads or infor- 
mation that might be useful in connection with any particular charge 
being presented to the jury? 

Mr. Davies. That Smith case, he wanted a rather extensive investi 
gation of what happened to the returns, and what payments were made 
and what agreements were made, and we did get that material for him. 

Chairman Kine: Why did that h: appen to be a set out special case? 

Mr. Davres. I don’t ally know. The inferences that I drew from 
the newspaper articles, that he received preferred treatment and owed 
taxes that had not been pm al. 
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Chairman Kine. Has there ever been any newspaper release si) 
that he did not receive preferred treatment / 

Mr. Davies. I can’t answer that, I am sure. 

Chairman Kine. For the sake of the record right here, inasmuch 
a minimum number of names has been mentioned this morning, a 
Mr. Smith's name happens to be one of them, in my opinion there w 
nothing unusual or irregular concerning any dealings he had or ai 
difficulties he had with his tax matters. 

Mr. Davies. That was my opinion also. 

Chairman Kine. What was your conclusion in the matter? 

Mr. Davies. My conclusions were the same. We did nothing abo 
it, Congressman. 

Mr. Byrnes. Do you know why Mr. McMillan was particularly co 
cerned about your making an investigation of this particular indi 
vidual situation and not of any others / 

Mr. Davies. No, I don’t. 

Mr. Byrnes. But you do recall that in this case he did ask you 
run a special investigation ? 

Mr. Davies. I have a distinct recollection. I know the name of the 
agent. He wanted a good man and we gave him a fellow with a 
master’s degree and former faculty member of several universities, a 
ce “es public account: int, and he spent considerable time going into 

, Ray Weaver. 

"ite. Byrnes. He wanted this particular case run down to the last 
detail; is that it? 

Mr. Davies. He wanted to know in substance what the facts were, 
and we got for him the detail. 

Mr. Byrnes. Do you recall any other case that he asked you to put 
a special agent on to run down the facts ? 

Mr. Davies. I didn’t pay too much attention to what the fellows 
were doing. If he asked for somebody, 1 would send him over. I 
didn’t know oftentimes who was there. I never inquired of him what 
went on in the grand jury, because I don’t think I should. 

Mr. Byrnes. No: I understand, Mr. Davies, that he sent for in 
dividuals in your office to have them appear before the grand jury. 

Mr. Davies. Yes, sir. 

Mr. Byrnes. Or he would send for files to appear before the jury. 
But in what cases did he ask you to conduct an investigation to develop 
leads, and to develop witnesses that he might then eall himself before 
the grand jury / 

Mr. Davies. That is the only one I can think of offhand. 

Mr. Byrnes. Just in the Smith case? 

Mr. Davies. As I say, there may have been others. I gave him 
unlimited cooperation. I sent what agents over that he asked. Special 
Agent Thurston Snyder did a number of errands for Mr. MeMillan. 
What they gp I can’t say. It is not that he was making any 
mystery of it or that I am disinterested. He was working for Mr. 
McMillan ey I remonstrated with Mr. McMillan about using Thur 
ston Snyder to produce records of cases that he had not worked on. 
Snyder had a case assigned to him that I was very anxious to get 
closed out. It had been dragging on a long time. Mr. MeMillan 
would constantly use him to bring reports over there, and things of 
that sort. I talked to Mr. McMillan several times. He is a pretty 
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peppery old gentleman, and he as much as told me to peddle my 
papers, and he continued to use him. 

Mr. Byrnes. He was using him for purposes other than just being 
a witness before the jury / 

Mr. Davies. Yes, sir. How far and how extensively he went into 
things for Mr. McMillan, I am sorry I can’t say. I can produce Mr. 
Snyder to testi fy. 

Mr. Byrnes. At what point was your office called in to make an 
investigation of the items in the bill of particulars, so-called ¢ 

Mr. Davies. When we had the special squad set up after the suspen- 
sion of the collector’s personnel, 

Mr. Byrnes. That was in about October, or was it November ? 

Mr. Davies. Yes. Mr. Frank came down in October. 

Mr. Byrnes. Now, at that point somebody was requested to make 
an investigation of the items in the bill of particulars, were they not / 

Mr. Davies. Yes. 

Mr. Byrnes. Were you the one that was requested to have that 
investigation made / 

Mr. Davirs. No. Mr. Smyth or Mr. Frank was in charge of the 
group of men who were investigating these particular individuals. 
He needed investigative leads. I gave him everything that we had 
bearing on these personnel cases. Among the things were the so-called 
Tobey letter. 

Mr. Byrnes. That is, you mean the photostat ¢ 

Mr. Davies. Yes: the photostat of it. Yes, sir. That is all I ever 
had. It was a photostat of a galley proof, because it was not a letter 
in the form I had a photostat of. I gave him that and Mr. Frank 
assigned people to interview everybody whose name was mentioned 
in connection with the matter. I told Mr. Frank why I had not done 
it, and the reasons for it, but at that time the situation was consid 
erably changed in that these men had been suspended. 

Mr. Byrnes. Was this photostat ever compared with the bill 
particulars that Mr. MeMillan had ¢ 

Mr. Davies. I never compared it, lam sure. I don’t think I ever 
saw the one that went before the grand jury. I could be mistaken 
about that. but to the best of my recollection, I never saw it. 

Mr. Byrnes. Did you ever see one in typewritten form ? 

Mr. Davirs. I saw the McMillan letter in typewritten form. 

Mr. Byrnes. [ was going to ask you about that. What is the Me 
Millan letter? That isa new one. 

Mr. Davies. We had a conference in Mr. Tramutolo’s office at. which 
were present Mr. Tramutolo, Mr. McMillan, of the United States 
attorney's office, Assistant Commissioner Winkle, Mr. Sugarman, from 
the chief counsel's office, and myself. 

Mr. Byrnes. When ? 

Mr. Davies. That was after the sus pe snsion of these offici: ils. Mr. 
Winkle and a group of people came from Washington to look into the 
situation and set up an organization to investigate the charges 
involved. 

Mr. Byrnes. Have you any idea about when that was? 

Mr. Davis. I think these men were suspended September 26, were 
they not, or September 27 ? 

I think it was 3 or 4 or 5 days after that that Mr. Winkle and his 
group came here. 
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Chairman Krye. Has there ever been any newspaper release si) 
that he did not receive preferred treatment ‘ 

Mr. Davies. I can’t answer that, I am sure. 

Chairman Kine. For the sake of the record right here, inasmuch 
a minimum number of names has been mentioned this morning, a 
Mr. Smith's name happens to be one of them, in my opinion there w 
nothing unusual or irregular concerning any dealings he had or ai 
difficulties he had with his tax matters. 

Mr. Davies. That was my opinion also. 

Chairman Kine. What was your conclusion in the matter? 

Mr. Davies. My conclusions were the same. We did nothing abou 
it, Congressman. 

Mr. Byrnes. Do you know why Mr. McMillan was particularly co 
cerned about your making an investigation of this particular indi 
vidual situation and not of any others / 

Mr. Davies. No, I don’t. 

Mr. Byrnes. But you do recall that in this case he did ask you to 
run a special investigation ? 

Mr. Davies. I have a distinct recollection. I know the name of the 
agent. He wanted a good man and we gave him a fellow with a 
master’s degree and former faculty member of several universities, « 
a «d public accountant, and he spent considerable time going into 

, Ray Weaver. 

Me Byrnes. He wanted this particular case run down to the last 
detail; is that it? 

Mr. Davies. He wanted to know in substance what the facts were, 
and we got for him the detail. 

Mr. Byrnes. Do you recall any other case that he asked you to put 
a special agent on to run down the facts? 

Mr. Davies. I didn’t pay too much attention to what the fellows 
were doing. If he asked for somebody, I would send him over. I 
didn’t know oftentimes who was there. I never inquired of him what 
went on in the grand jury, because I don’t think I should. 

Mr. Byrnes. No: I understand, Mr. Davies, that he sent for in 
dividuals in your office to have them appear before the grand jury. 

Mr. Davies. Yes, sir. 

Mr. Byrnes. Or he would send for files to appear before the jury. 
But in what cases did he ask you to conduct an investigation to develop 
leads, and to develop witnesses that he might then call himself before 
the grand jury / 

Mr. Davies. That is the only one I can think of offhand. 

Mr. Byrnes. Just in the Smith case ? 

Mr. Davirs. As I say, there may have been others. I gave him 
unlimited cooperation. I sent what agents over that he asked. Special 
Agent Thurston Snyder did a number of errands for Mr. McMillan. 
What they involved, I can’t say. It is not that he was making any 
mystery of it or that I am disinterested. He was working for Mr. 
McMillan and I remonstrated with Mr. McMillan about using Thur 
ston Snyder to produce records of cases that he had not worked on. 
Snyder had a case assigned to him that I was very anxious to get 
closed out. It had been dragging on a long time. Mr. McMillan 
would constantly use him to bring reports over there, and things of 
that sort. I talked to Mr. McMillan several times. He is a pretty 
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peppery old gentleman, and he as much as told me to peddle my 
papers, and he continued to use him. 

Mr. Byrnes. He was using him for purposes other than just being 
a witness before the jury / 

Mr. Davies. Yes, sir. How far and how extensively he went into 
things for Mr. McMillan, I am sorry I can’t say. I can produce Mr. 
Snyder to testify. 

Mr. Byrnes. At what point was your office called in to make an 
investigation of the items in the bill of particulars, so-called ¢ 

Mr. Davies. When we had the special squad set up after the suspen- 
sion of the collector's pel sonnel, 

Mr. Byrnes. That was in about October, or was it November ? 

Mr. Davies. Yes. Mr. Frank came down in October. 

Mr. Byrnes. Now, at that point somebody was requested to make 
an investigation of the items in the bill of particulars, were they not ? 

Mr. Davies. Yes. 

Mr. BYRNEs. Were you the one that was requested to have that 
investigation made / 

Mr. Davirs. No. Mr. Smyth or Mr. Frank was in charge of the 
group of men who were investigating these particular individuals. 
He needed investigative leads. I gave him everything that we had 
bearing on these personnel cases. Among the things were the so-called 
Tobey letter. 

Mr. Byrnes. That is, you mean the photostat 4 

Mr. Davies. Yes: the photostat of it. Yes, sir. That is all I ever 
had. It was a photostat of a galley proof, because it was not a letter 
in the form I had a photostat of. I gave him that and Mr. Frank 
assigned people to interview everybody whose name was mentioned 
in connection with the matter. I told Mr. Frank why I had not done 
it, and the reasons for it, but at that time the situation was consid 
erably changed in that these men had been suspended. 

Mr. Byrnes. Was this photostat ever compared with the bill 
particulars that Mr. MeMillan had? 

Mr. Davies. I never compared it, Iam sure. I don’t think I ever 
saw the one that went before the grand jury. I could be mistaken 
about that. but to the best of my recollection, I never saw it. 

Mr. Byrnes. Did you ever see one in typewritten form ? 

Mr. Davies. I saw the McMillan letter in typewritten form. 

Mr. Byrnes. I was going to ask you avout that. What is the Me 
Millan letter? That isa new one. 

Mr. Davies. We had a conference in Mr. Tramutolo’s office at. which 
were present Mr. Tramutolo, Mr. McMillan, of the United States 
attorney's office, Assistant Commissioner Winkle, Mr. Sugarman, from 
the chief counsel's office, and myself. 

Mr. Byrnes. When? 

Mr. Davies. That was after the suspension of these officials. Mr. 
Winkle and a group of people came from Washington to look into the 
situation and set up an organization to investigate the charges 
involved. 

Mr. Byrnes. Have you any idea about when that was? 

Mr. Davis. I think these men were suspended September 26, were 
they not, or September 27 ¢ 

I think it was 3 or 4 or 5 days after that that Mr. Winkle and his 
group came here. 
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Mr. Byrnes. About the 1st of October. 

Mr. Davies. I imagine so; yes, sir. They were here about 2 week: 
Some place toward the latter part of the 2 weeks, as I recall, a di 
cussion took place in the United States attorney’s office. To the best 
of my recollection and belief that is the first time I saw the so-called 
McMillan letter. Mr. McMillan delivered it to me personally afte: 
having discussed it and said where it was from, and told what he 
knew about it, and I had a couple of photostats made, and I think | 
gave him back the original. 

Mr. Byrnes. Was it a letter by Mr. McMillan? 

Mr. Davies. No. It is a letter signed “Young Democrats,” I be 
lieve. 

Mr. Byrnes. This is the so-called dissident Democrats letter / 

Mr. Davies. Yes. sir. We called that the MeMillan letter, but it 
was signed by the Young Democrats. It contained a number of charge 
similar to those contained In the Tobey letter, similar In form. hot 


in subject matter. 
Chairman Kine. We are slightly disappointed, particularly | 
Byrnes. I thought we had a new element there, but we are r 


back in the same old groove again. 

Mr. Byrnes. He gave you that letter at that time? 

Mr. Davies. Yes, sir. He explained it to the general assembly 
there. He gave it to me, and I had photostats made of it. 

Mr. Byrnes. He did at that time show you the so-called bill of par 
ticulars / 

Mr. DAVIES. He may have. I don’t remember. 

Mr. Byrnes. He never gave you a copy of it, though / 

Mr. Davies. I don’t reeall that he did. 

Mr. Byrnes. What was decided at this conference / What was 
this meeting for and what did you decide ¢ 

Mr. Davies. One of the things that was discussed that was not 
decided was a discussion between Mr. Tramutolo and Mr. McMillan 
as to whether or not the Taylor grand jury had been tampered with. 
Phey discussed that at some length. We sat and listened to them. 
Phe purpose of the meeting was to assure the United States attorney’s 
office that we were anxious to vive them every cooperation, and | be- 
lieve it was also to make the offer of Mr. Winkle appearing before 
the grand jury. 

Mr. Byrnes. Did you discuss anything about what was to be done 
by way of an Investigation of the Bureau here, the collector's office 
personnel ¢ 

Mr. Davies. I think that was mentioned at length. l participated 
very little in it myself. I took these gentlemen over and introduced 
them to the United States attorney’s oflicers, and they did the talking. 
| think the purpose of the conference was to tell them what we were 
proposing to do, and what we had done. 

Mr. Byrnes. That is, tell the United States attorney ’s office ? 

Mr. Davies. Yes, sir. They were bringing in—I don’t know 
whether this was mentioned or not; I think it was—they were bring 
ing in Accounts and ¢ ‘ollections men to vive the office a thorough vyoing 
over from, as I recall it, top to bottom, and the facts about our squad 
of out-of-town agents, that we would keep them informed of every 
thing that was taking place. 
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Mr. Byrnes. Was the United States attorney’s office advised at that 
time that the Bureau and Treasury would start a full-scale investiga- 
tion ¢ 

Mr. Davies. Right. 

Mr. Byrnes. That is the first time the United States attorney’s 
office was advised that there would be an Intelligence Unit investiga- 
tion, is that right ? 

Mr. Davies. Of these men that were suspended, yes, sir. 

Mr. Byrnes. Of the personnel in the collector’s office. 

Mr. Davies. I don’t know that they were ever advised that there was 
going to be a general investigation of the personnel] in the collector’s 
office. They were advised that the records of the collector’s office 
were going to be thoroughly scrutinized to produce any evidence of 
irregularities in the handling and collection of taxes. That was done. 

Mr. Byrnes. What discussion did you have with regard to the 
charges in the so-called bill of particulars ¢ 

Mr. Davies. I don’t remember what discussion there was, 1f any. 

Mr. BYRNES. Was there any time when there was a decision made 
that the Intelligence Unit or the special group would make a full and 
complete investigation of the so-called charges ¢ 

Mr. Davies. I think that was decided by Mr. Frank early in the 
set-up of his group. 

Mr. Byrnes. That was toward the latter part of October. 

Mr. Davies. Something of the sort. 

Mr. Byrnes. But this meeting that you had with the United States 
attorney’s office was around the first part of October, is that correct? 

Mr. Davies. I think that Mr. Winkle was here 2 weeks. 

Mr. Byrnes. Did Mr. Frank come here to work under you or was 
he by himself ¢ 

Mr. Davies. When they suspended these officials, I called up Wash- 
ington immediately, and I asked the chief to assign people from out 
of this district, because an unprecedented thing, in my experience, 
had happened, that all these personnel be suspended. ‘The investiga 
tions had been going on and rumors and a lot of trouble around here 
for some time, and the erand jury, and I was very anxious that some 
body come ih that could not be accused of any personal connection with 
the matter. So IL asked Mr. Woolf, who was then Chief of the Intelli 
gence Unit, to send six men. I said 1 would like one man who is 
capable of handling the group, and he called back shortly thereafter, 
or perhaps it was the next day, saying he was sending three from 
Salt Lake, including the assistant agent in charge, August Perry, 
and he was sending three from Seattle, including the agent in charge, 
William Frank. 

So as I say, I turned over any material that I had to do with this 
thing when they came down here. I assigned the cases first and I 
assigned the Smyth investigation to Mr. Frank because he was the 
highest ranking man. ‘The Commissioner’s office was very insistent 
that we put more men on. They urged us to put on as many men as we 
wanted on, lots of them. I think I have the date of the letter here. 
It is November 8 from the Commissioner, and he tells me there that 
Mr. Frank is to have complete charge of this group, and he is not to be 
working under my direction. Up to that time, he had. I think that 
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they were dissatisfied with the progress that had been made, and thy 
felt it was not being done fast enough. They kept urging that we p 
more men on, and I didn’t make the decision myself. I told Mr. Fra: 
he could have whatever men he wanted, and he had been assured « 
that by Assistant Commissioner Winkle, and he thoroughly realiz 
it, but you can only use so many men on investigations, and he did: 
ask for any more, and he never did ask for any more. I think he ha 
one man come down from Portland. 

Mr. Byrnes. Up until you turned over this photostat of the so-call: 
bill of particulars to Mr. Frank, no special investigation had _ be: 
made directed toward learning the truth or falsity of the allegatio: 
in that bill of particulars, is that correct ? 

Mr. Davies. That is true; yes, sir. 

Mr. Byrnes. When you turned it over to Mr. Frank, did you d 
so just for the purpose of giving him that information, or was the: 
at some point a definite direction to somebody that they wanted thes: 
allegations in the bill of particulars checked out ¢ 

Mr. Davies. They affected personnel that were involved in the sus 
pensions and I think it was Mr. Frank’s independent decision that 
he would run them all down as investigative leads. I didn’t order 
him to do that, or order him to do anything. 

Mr. Byrnes. You never received any further instructions or re 
quest from the United States attorney’s office to run them down to 
try to furnish any evidence / 

Mr. Davies. I did that one suggestion from Mr. Campbell. I don’t 
know whether that emanated from the United States attorney’s office 
or not. 

Mr. Byrnes. That had to do with Mr. Smith? 

Mr. Davies. No; that was where Mr. Campbell said I ought to put 
on a squad of men on and run it down in 2 weeks. 

Mr. Byrnes. Yes. 

Mr. Davies. I disagreed with him. 

Mr. Byrnes. Then it stayed in rather uncertain status until Mr. 
Frank started to run it down; is that correct ? 

Mr. Davies. That is correct; yes, sir. 

Mr. Byrnes. And you do not know whether he did that just on his 
own initiative, or whether he did it on a request or an instructio1 
from some other source, is that correct ? 

Mr. Davies. I am not clear on it. I must say this about my rela 
tionship with Mr. Frank, he is a more experienced officer than I am 
He has wider experience, and more competent to handle these things, 
in my opinion. I didn’t order Mr. Frank to do things. I explained 
the situation and helped him whenever he made any request. But 
[ issued him no orders. There was no animosity or hurt feelings on 
my part. I let Mr. Frank write his own ticket. He knew what to do. 

Mr. Byrnes. I am not suggesting that there was any conflict at all. 
I am just trying to find out where the investigation of the allegations 
of the bill of particulars actually commenced, when and how and why, 
and I have great difficulty in understanding how the United States 
attorney's office could proceed, having that information in their 
hands since May 15, at least, until the middle of October without any 
full-scale investigation of it, other than by bringing witnesses before 
the grand jury. 
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Mr. Davies. That is what they were doing. 

Mr. Byrnes. I mean by witnesses those that they apparently hit 
upon themselves rather than by reason of an investigation by the 
Intelligence Unit or some other investigative agency of Government. 

Chairman Kine. At this point I think Mr. Davies is probably quite 
prudent in not taking it on himself. I think you not only avoided 
a lot of very difficult work for which you perhaps would not have 
been thanked, but rather found yourself in the middle of something 
perhaps worse than originally prevailed. 

Mr. Davies. Thank you, Congressman. 

Chairman Kine. I think you are very prudent. There are times 
when even good men have to back away and allow someone else to 
take over. I think you will agree with that, Mr. Byrnes. 

Mr. Byrnes. I agree with that, but I would certainly have to con- 
tend, Mr. Chairman, I do not see how a United States attorney’s 
office can run a full-scale investigation without calling in the assist- 
ance of those divisions of Government that are set up on an investi- 
gative basis. 

I think we should return, Mr. Davies, to the Paul Smith matter. 
| wonder if you could tell us just what Mr. Weaver, is it—— 

Mr. Davies. Yes, sir. 

Mr. Byrnes. Covered in his investigation, and what the results 
of that investigation were. Let us start it this way: What was the 
charge, and where did you first learn of the charge ¢ 

Mr. Davies. I don’t know what the charge was. I was asked to 
assign an agent to do this. He told me what he was doing during 
the course of his work. That is where I gained my knowledge of it, 
to the best of my recollection. 

Mr. Byrnes. You were asked by Mr. McMillan to put an agent on a 
case involving Mr. Smith; is that it? 

Mr. Davies. I don’t know whether he specified or not. He asked 
for a good agent to do something, and I sent Weaver over. 

Mr. Byrnes. I see. And Weaver did then work on the matter in- 
volving Mr. Smith ? 

Mr. Davies. He was one of our reviewers, and I dropped by there 
and found him working on the stuff, and he mentioned what he was 
doing. 

Mr. Byrnes. What was the result of his investigation ? 

Mr. Davies. Honestly, 1 am not in a position to testify because I 
don’t know. 

Mr. Byrnes. We would have to get Mr. Weaver / 

Mr. Davies. Weaver was over in Carson City testifying in the 
Bones Remmer case. He made that investigation. His dad was 
taken ill, and the last 1 know—I think it is true today—he is back 
in Pennsylvania at his father’s home, so he is not available now. 

Mr. Byrnes. Oh, he is not available / 

Mr. DeWinp. Mr. Davies, do I understand you to say that you 
do not know what the matters were that Mr. Weaver investigated, 
nor the result of that investigation ¢ 

Mr. Davies. I know that the matters had to do with deferring pay- 
ments on Mr. Smith's tax liability. What years, and precise amounts, 
and what steps were taken, I don't know. 

Mr. DeWinpv. Yes; I understand that. The question was whether 
there had been any unjustified or improper extension of time for 
payment: is that it / 
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Mr. Davies. That was the inference that I concluded. Nobody told 
me. That was a grand jury matter. Nobody informed me what 
was. I saw some reference to it in the newspapers. I asked My 
Weaver, of course, if there was an offense there, and he said “No.” 

Mr. DeWrnp. If there had been what? 

Mr. Davies. If there was an offense, and he said there was not. 

Mr. DeWtnp. He found no impropriety in the handling of th 
taxes ¢ 

Mr. Davies. That is my recollection of it; yes. 

Mr. Byrnes. You never did receive a copy of the bill of particu 
lars that was presented to the grand jury at any time ? 

Mr. Davies. I have heard that thing discussed often, and I hav 
had a number of copies of it myself, and [ am sure, to the best of my 
recollection, the only one I ever saw was the galley copy that I saw of 
Mr. Weaver's. who got it from Mr. Smith’s attorney. It is possible 
that Mr. McMillan showed it to me, and it is possible that I have a 
photostat of it, but I don’t think so. I think I would have remem 
bered it. The reason I Say that is that there is another charge that 
has been mentioned in the testimony here that 1 never heard of, and 
I don’t know what it is. Maybe Mr. Frank had a copy of it. 

Mr. Byrnes. He did not seem to have anything but the photostat, 
according to my understanding. 

Mr. Davies. That is the only thing I had, because if I had any other, 
I would have kept it in the same place with the other stuff. I would 
have kept it in my safe, and I would have turned it over to Mr. Frank 
as I did this thing. So I am pretty sure I never saw it. There is 
some reference in the testimony here of notations made before the 
grand jury, and I don’t think I ever saw one in typewritten form 
with any longhand notations on it, or any typewritten form. 

Mr. DeWinp. Mr. Davies, in that connection, did you discuss with 
Mr. Woolf, the Chief of the Intelligence Unit, your decision that you 
would not engage in any investigation of the matters before the Tay- 
lor grand jury, except to the extent that the Taylor grand jury re- 
quested you ¢ 

Mr. Davies. I think I kept Mr. Woolf generally informed of every 
thing I did. I talked to him on the telephone every day or so, and if 
I didn’t, I should have. I didn’t intend to make any secret of it. I 
am sure that I told him that I felt that it was inadvisable for us to 
go into the matter until the grand jury had come to a conclusion. | 
was anxious for somebody other than a Treasury body to form some 
conclusion about these things so that I could not be accused of having 
anything to do with persuading them to any viewpoint. 

Chairman Kine. Are there any further questions ? 

(No response. ) 

Chairman Kine. The committee wishes to thank you, Mr. Davies. 

Mr. Davies. I want to thank you, gentlemen. I would like to say 
something about the staff. They caused us a lot of trouble, and they 
took a great number of documents, but they were uniformly courteous 
and considerate, and it is appreciated. 

Mr. Byrnes. You mean the staff of the committee ¢ 

Mr. Davtes. Yes. 

Chairman Krne. I want to say, Mr. Davies, that we have appreci- 
ated your frankness, and you have been very helpful. 

Mr. Davies. Thank you very much. 
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Chairman Kine. The committee will recess until 3 p. m. 
(Thereupon, at 1:35 p. m., a recess was taken until 3 p. m. the 
same day. ) 


AFTERNOON SESSION 


Chairman Kine. Mr. Anater, please come forward. 

Will you be sworn, Mr. Anater? Do you solemnly swear the testi- 
mony You will give will be the truth, the whole truth, and nothing 
but the truth, so help you God ? 

Mr. Anarer. I do. 

Chairman Kine. Be seated, please. 


TESTIMONY OF WILLIAM B. ANATER, SAN RAFAEL, CALIF. 


Mr. Scuacuner. Mr. Anater, can you please give to the reporter 
your full name and address? 

Mr. Anater. William B. Anater, 123 Mountain View Avenue, San 
Rafael. 

Mr. Scuacuner. What is your occupation, Mr. Anater? 

Mr. Anater. Public accountant. 

Mr. Scuacuner. How long have you been so employed? 

Mr. Anarer. You mean how long have I had a public account- 
ant’s license ? 

Mr. Scuacuner. No, sir. How long has that been your main oc- 
cupation ¢ 

Mr. Anater. Since December 26, 1951. 

Mr. ScuacuNer. And what were you doing before? 

Mr. Anater. Before December 26, 1951? 

Mr. Scuacuner. Yes, sir. 

Mr. Anarer. What period, sir? 

Mr. Scuacuner. What were you doing during 1951? 

Mr. Anarer. In 1951, from January 1 until July 9, I was assistant 
chief field deputy of the Internal Revenue. From July 10 to Sep- 
tember 15, I was vice president of the Santa Clara Pottery, and sec- 
retary-treasurer of a distributors corporation. I had means of remu- 
neration, too. 

Mr. Scnacuner. Going back prior to July 1951, when you were 
the chief field deputy in the collector’s office—— 

Mr. Anarer. Assistant chief field deputy, sir. 

Mr. Scuacuner. Forgive me; assistant chief. How long did you 
hold that job? 

Mr. Awnarer. Assistant chief field deputy from approximately 
March 1943 until July 9, 1951. 

Mr. Scuacuner. And was March 1945 the first time at which you 
were employed in the collector’s office ? 

Mr. Anarer. No. 

Mr. Scuacuner. When did you join the collector’s office? 

Mr. ANATER. October 26, 1933. 

Mr. Scuacuner. And what were you doing prior to joining the col- 
lector’s office ? 

Mr. Anater. I was working in a hospital in Sacramento. 

Mr. Scuacuner. As what? 

Mr. Anater. As assistant X-ray technician. I was a football coach 
at Christian Brothers College. Those two were my sources of income. 
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Mr. Davies. That was the inference that I concluded. Nobody tol« 
me. ‘That was a grand jury matter. Nobody informed me what 
was. I saw some reference to it in the newspapers. I asked M) 
Weaver, of course, if there was an offense there, and he said “No.” 

Mr. DeWrinpb. If there had been what? 

Mr. Davies. If there was an offense, and he said there was not. 

Mr. DeWtnp. He found no impropriety in the handling of th 
taxes‘ 

Mr. Davies. That is my recollection of it; yes. 

Mr. Byrnes. You never did receive a copy of the bill of particu 
lars that was presented to the grand jury at any time? 

Mr. Davies. I have heard that thing discussed often, and I hav 
had a number of copies of it myself, and [ am sure, to the best of my 
recollection, the only one I ever saw was the galley copy that I saw of 
Mr. Weaver’s, who got it from Mr. Smith's attorney. It is possible 
that Mr. MeMillan showed it to me, and it is possible that I have a 
photostat of it, but I don’t think so. I think I would have remem 
bered it. The reason I say that is that there is another charge that 
has been mentioned in the testimony here that I never heard of, and 
I don’t know what it is. Maybe Mr. Frank had a copy of it. 

Mr. Byrnes. He did not seem to have anything but the photostat, 
according to my understanding. 

Mr. Davies. That is the only thing I had, because if I had any other, 
I would have kept it in the same place with the other stuff. I would 
have kept it in my safe, and I would have turned it over to Mr. Frank 
as I did this thing. So I am pretty sure I never saw it. There is 
some reference in the testimony here of notations made before the 
grand jury, and I don’t think I ever saw one in typewritten form 
with any longhand notations on it, or any typewritten form. 

Mr. DeWinpv. Mr. Davies, in that connection, did you discuss with 
Mr. Woolf, the Chief of the Intelligence Unit, your decision that you 
would not engage in any investigation of the matters before the Tay- 
lor grand jury, except to the extent that the Taylor grand jury re- 
quested you! 

Mr. Davies. I think I kept Mr. Woolf generally informed of every- 
thing I did. I talked to him on the telephone every day or so, and if 
I didn’t, I should have. I didn’t intend to make any secret of it. I 
am sure that I told him that I felt that it was inadvisable for us to 
go into the matter until the grand jury had come to a conclusion. | 
was anxious for somebody other than a Treasury body to form some 
conclusion about these things so that I could not be accused of having 
anything to do with persuading them to any viewpoint. 

Chairman Kine. Are there any further questions? 

(No response. ) 

Chairman Kine. The committee wishes to thank you, Mr. Davies. 

Mr. Davies. I want to thank you, gentlemen. I would like to say 
something about the staff. They caused us a lot of trouble, and they 
took a great number of doe uments, but they were uniformly courteous 
and considerate, and it is appreciated. 

Mr. Byrnes. You mean the staff of the committee ? 

Mr. Davies. Yes. 

Chairman Kine. I want to say, Mr. Davies, that we have appreci- 
ated your frankness, and you have been very helpful. 

Mr. Davies. Thank you very much. 
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Chairman Kine. The committee will recess until 3 p. m. 
(Thereupon, at 1:35 p. m., a recess was taken until 3 p. m. the 
same day. ) 


AFTERNOON SESSION 


Chairman King. Mr. Anater, please come forward. 

Will you be sworn, Mr. Anater? Do you solemnly swear the testi- 
mony you will give will be the truth, the whole truth, and nothing 
but the truth, so help you God ? 

Mr. Anarer. I do. 

Chairman Kine. Be seated, please. 


TESTIMONY OF WILLIAM B. ANATER, SAN RAFAEL, CALIF. 


Mr. ScuacuNner. Mr. Anater, can you please give to the reporter 
your full name and address? 

Mr. Anater. William B. Anater, 123 Mountain View Avenue, San 
Rafael. 

Mr. Scuacuner. What is your occupation, Mr. Anater? 

Mr. Anarer. Public accountant. 

Mr. Scuacuner. How long have you been so employed ? 

Mr. Anarer. You mean how long have I had a public account- 
ant’s license ¢ 

Mr. Scuacuner. No, sir. How long has that been your main oc- 
cupation ‘ 

Mr. ANarer. Since December 26, 1951. 

Mr. Scuacuner. And what were you doing before? 

Mr. Anater. Before December 26, 1951? 

Mr. Scuacuner. Yes, sir. 

Mr. Anarer. What period, sir? 

Mr. Scuacuner. What were you doing during 1951? 

Mr. Anarer. In 1951, from January 1 until July 9, I was assistant 
chief field deputy of the Internal Revenue. From July 10 to Sep- 
tember 15, I was vice president of the Santa Clara Pottery, and sec- 
retary-treasurer of a distributors corporation. I had means of remu- 
neration, too. 

Mr. Scnacuner. Going back prior to July 1951, when you were 
the chief field deputy in the collector’s offiice— - 

Mr. Anarer. Assistant chief field deputy, sir. 

Mr. ScuacuNer. Forgive me; assistant chief. How long did you 
hold that job? 

Mr. Awnarer. Assistant chief field deputy from approximately 
March 1943 until July 9, 1951. 

Mr. Scuacuner. And was March 1945 the first time at which you 
were employed in the collector's office ? 

Mr. Anarter. No. 

Mr. Scuacuner. When did you join the collector’s office? 

Mr. Anater. October 26, 1933. 

Mr. Scnacuner. And what were you doing prior to joining the col- 
lector’s office ? 

Mr. Anarer. I was working in a hospital in Sacramento. 

Mr. Scuacuner. As what? 

Mr. Anarer. As assistant X-ray technician. I was a football coach 
at Christian Brothers College. Those two were my sources of income. 
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Mr. Scnacuner. And prior to the time you held those two job 
were you in school? 

Mr. Anarer. In school; that is right. 

Mr. Scuacuner. What schools did you attend? 

Mr. Anarer. I attended the University of Oregon and McGeorg: 
College of Law. 

Mr. Scnacuner. Did you receive a degree from McGeorge Colleg: 
of Law? 

Mr. Anater. I did. It was a night law school in Sacramento. 

Mr. Scuacuner. And were you admitted to the bar of the State of 
California? 

Mr. Anater. No, I was not. 

Mr. Scuacuner. When you joined the collector’s office back in 
1933, what were your resources! I mean what was your total wealt! 
at that time? 

Mr. Anatrer. My wealth was very nominal. I had personal be 
longings. I lived in a house. 

Mr. Scuacuner. You owned the house ? 

Mr. Anarer. Sir? 

Mr. Scuacuner. You owned the house at that time? 

Mr. Anarter. In 1933? 

Mr. Scuacuner. Yes. 

Mr. Anarer. Did I have fee in the house? No, sir. I rented a house 
in 1933. 

Mr. Scuacuner. I take it then that was not part of your assets? 

Mr. Anater. No. 

Mr. Scuacuner. Let us pursue your assets at that time. 

Mr. Anater. They were nominal, sir. 

Mr. Scuacuner. And your liabilities? 

Mr. ANarEr. None. 

Mr. Scuacuner. Your net worth? 

Mr. Anater. I wouldn’t know, sir. 

Mr. Scuacuner. It certainly would not be more than your assets; 
would it ¢ 

Mr. Anarer. Assets? 

Mr. Scuacuner. Yes. 

Mr. Anarer. Equal to the assets, sir. 

Mr. Scuacuner. Less debts. 

Mr. Anarter. I had no debts. 

Mr. Scuacuner. Then it was also what you call nominal. 

Mr. Anarter. That is right, furniture and fixtures. I think I had 
an interest in an automobile, and those things—— 

Mr. Scuacuner. What do you call an interest in an automobile? 

Mr. Anater. When you buy an automobile, if you don’t pay for it, 
you only have an interest in it. The title company or the banks or the 
mortgage company has the legal title, and you have a registered 
ownership. 

Mr. Scuacuner. Let us not be unduly legalistic about it. You had 
made some down payments on a car; is that it? 

Mr. Anarer. Not down payments; one down payment, and the rest 
were installment payments. That is right. 

Mr. Scuacuner. And that is all you had, and the clothes on your 
back, I suppose. 
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Mr. Anarer. Furniture and fixtures, sir, and some spending money 
to pay the current bills as they arose. 

Mr. Scuacuner. Anything else? 

Mr. Anarer. Not that I know of. That is 1933, sir. That is 18 
years ago. 

Mr. Scuacuner. What was your starting salary in the collector's 
office ¢ 

Mr. Anarter. $1,800 a year. 

Mr. Scuacuner. And at the time you left the collector’s office; what 
was your salary ¢ 

Mr. ANATER. $6,000 a year. 

Mr. ScHacuner, And what do you own today ¢ 

Mr. Anater. What do I own today’ In what, real property, per- 
sonal property ¢ 

Mr. Scnacuner. All kinds of property. 

Mr. Anarer. I have an interest in a home. 

Mr. Scuacuner. What do you mean, you have an interest ¢ 

Mr. Anarer. I purchased a home. 

Mr. Scuacuner. For how much? 

Mr. Anater. I built the house. It cost approximately $48,000. 

Mr. Scuacuner. How much is the mortgage on it ¢ 

Mr. Anater. It is the maximum, $16,000. 

Mr. Scuacuner. The difference between 48 and 16 is what you put 
up, 332,000, 

Mr. Anater. That is what it cost ; $32,000. Let's see. 

Mr. Scnacuner. You spent $32,000 on it. 

Mr. Anater. For the house; that is right. 

Mr. Scuacuner. What else do you own ¢ 

Mr. Anater. I own some stock certificates that are in escrow. 

Mr. Scuacuner. What kind of stock ¢ 

Mr. Anarer. Stock in a corporation. 

Mr. Scuacuner. What is the corporation ¢ 

Mr. Anarer. This particular corporation I am referring to is Santa 
Clara Pottery. I own $12,500 worth of preferred stock. 

Mr. Scuacuner. Do you own any other stock ¢ 

Mr. Anater. | own one share of stock in the L. K. Houk Distributor, 
Ine. 

Mr. Scnacuner. What is the business of that corporation / 

Mr. Anarter. It is a packing shed. 

Mr. Scuacuner. What other securities do you own? 

Mr. Anarer. I own an interest in two pieces, three pieces of real 
property, one in Pinole. 

Mr. Scuacuner. Before we get into real property, do you own any 
other stocks or securities / 

(No response, ) 

Mr. Scuacuner. Do you have a brokerage account / 

Mr. Anater. No. 

Mr. Scoacuner. Do you own Government bonds ¢ 

Mr. Anater. All the stocks I own are corporations that are closely 
owned, no stocks that are on the board. 

Mr. Scuacuner. Do you have any other stock apart from that which 
you have told us about already ¢ 

Mr. Anater. I can’t think of any other. 
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Mr. Scuacuner. Can you assign a value to all the stock which you 


own é 
Mr. Awnarer. I will sell it for $10,000 cash, all of it. 


Mr. ScuacuNner. What other forms of property do you own? 
Mr. Anater. An interest in a piece of tideland in Pinole. My i 
terest is $800. I own two-ninths interest in a 15-acre piece of ground 
in San Rafael, and a half interest in the legal title to a piece of property 

in Oregon which is valued at $1,750. My title is $1,750. 

Mr. SCHACHNER. Any other real estate ? 

Mr. Anarer. None that I can think of. 

Mr. Scuacuner. What is the total value of the real estate you ow: 

Mr. Anater. Approximately $4,200. 

Mr. Scuacuner. Do you have bank accounts ‘ 

Mr. Anarer. I have a small bank account. 

Mr. Scuacuner. Where? 

Mr. Anater. San Francisco, Hibernia Bank. 

Mr. Scuacuner. Is that the only bank account which you have? 

Mr. Anarer. That is the only active bank account. I might have 
some other bank accounts that I have never closed up that might have 
a dollar and a half or $2 in. I am keeping them open in the event 
I might want to use them again. You are talking about a commercia! 
account; aren't you ¢ 

Mr. Scuacuner. Any account whatsoever. 

Mr. Anarer. The only account that I have—the rest of the accounts 
I have, I might have an account in the Bank of America, in Sacra 
mento, that might have $2 in it, I am not sure. I have one in San 
Jose that has a dollar and a half in it, just merely to keep the accounts 
open. 

Mr. Scuacuner. That includes both commercial accounts and sav 
ings accounts whatsoever: is that right ? 

Mr. Anater. That is right. 

Mr. Scuacuner. All in all, how much money do you have o: 
deposit 4 

Mr. Anarer. Today? 

Mr. Scuacuner. Either today or the average for the last year, 

Mr. Anater. This morning I had $625, I think, in the bank. 

Mr. Scuacuner. Do you have any substantial amounts of cash? 

Mr. Anarer. No. 

Mr. Scuacuner. Did you ever during the last 6 years have any 
substantial amounts of cash ? 

Mr. Anarer. What do you mean by substantial ? 

Mr. Scuacuner. Exceeding $250. 

Mr. Anarer. Several times, practically all the time. 

Mr. Scuacuner. Did you ever have more than $500? 

Mr. Anarer. In my pocket or in the bank ? 

Mr. Scuacuner. In cash, anywhere in the world. 

Mr. Anarer. Did I ever have over $500 in cash at one time? 

Mr. Scuacuner. Yes. 

Mr. Anarer. Yes. 

Mr. Scuacuner. Did you? 

Mr. Anarer. Yes, many times. 

Mr. Scuacuner. And what was the purpose of your having that 
much cash ? 

Mr. Anater. To spend it. 
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Mr. Scuacuner. What would you want to spend cash for? 
Couldn’t you pay your bills by check ¢ 

Mr. Anarer. Oh, I spent a lot—I didn’t normally carry cash 
around to pay bills. I took two or three trips, and I couldn’t get a 
check cashed one trip, so I decided to take cash along. In one instance, 
I took $700 or $800 along, and on another trip maybe $500 or $600. 

Mr. Scuacuner. What was the source of that cash, withdrawal 
from your bank ¢ 

Mr. AN ATER. Withdrawal, cashing checks to convert checks into 
cash, for a purpose that you couldn't normally use a check for. I 
am not known in the East, and I had a difficult time getting back out 
in the West. so I took cash the next time. 

Mr. Scuacuner. You have a safe deposit box ? 

Mr. Anater. Yes. 

Mr. Scnacuner. Where? 

Mr. Anarer. In the Hibernia Bank. 

Mr. Scuacuner. What do you keep in your safe-deposit box ? 

Mr. Anarer. I have the children’s birth certificates and marriage 
certificate and the school records, my school records, and I think I 
have one or two bonds that belong to the children of $50 denomination. 
That is in substance the entire contents of the box. 

Mr. Scuacuner. When did you obtain that box or rent it first ¢ 

Mr. Anater. I imagine that it was in 1944 or 1945. 

Mr. Scuacuner. What gave you the idea to rent a box for that 
pur Ose ¢ 

Me. ANATER. I wanted to keep the life-insurance policies in the 
box. I had several life-insurance policies, but I subsequently learned 
that it Is a very poor place to keep policies. | have not vet viven 
the box up. I think it is a good thing to have. 

Mr. Scuacuner. When did you take out these life-insurance 
policies ¢ 

Mr. AN ATER. I took out one when I was 17 vears old and several 
when I was 26 and 27 years old. 

Mr. Scuacuner. About how long ago was that, Mr. Anater? 

Mr. Anarter. I am 45 now, so it must have been 27 years ago that 
I took the first policy out. Then after I worked for the Internal 
Revenue I took 

Mr. Scuacuner. If you will just tell us how long ago it was that 
you took out the policies. 

Mr. Anater. That policy 

Mr. Scuracuner. We have already one that was taken out 27 vears 
ago. : 

Mr. Anater. That is right. 

Mr. Scnacuner. When were the others taken out ? 

Mr. Anater. Two to my knowledge were taken out 15 years ago, 
another one approximately 12 years ago. I took one out when I 
purchased my home, and two policies to my knowledge are only 2 








vears old. 

Mr. Scuacuner. When did you purchase your home ? 

Mr. Anater. I started constructing it— 

Mr. Scuacuner. You say you took it out when you purchased your 
home. I can’t figure out how long have you had the policy. I do not 
know when you purchased your home. 
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Mr. Anater. Okay, I will try to enlighten you. I incurred the 
debtedness in 1948. 

Mr. Scnacuner. If you will just tell us when it was. 

Mr. Anater. | am trying to reason, sir. 

Mr. Scuacuner. Could you reason inwardly and present us w 
the result ? 

Mr. Anarer. Do what, sir? 

Mr. Scuacuner. I say, perhaps you can just reason by yourself, a: 
then let us know the result of the reasoning. 

Mr. Anater. Oh. What is the question again? Have you all t! 
answers that you wanted ? 

Mr. ScHacuner. You have mentioned a life-insurance policy whi 
you obtained 27 years ago, one which you got 15 years ago, two whi 
you got 2 years ago, one which you got 12 years ago, and there seen 
to be another one floating around that you somehow connect with tly 
purchase of your home. Tell us when that was gotten. 

Mr. Anarer. I imagine that is around 1948. 

Mr. Scuacuner. That was about 3 years ago? 

Mr. Anarter. That is right. 

Mr. Scuacuner. At the time when you obtained that safe-deposi 
box, which was approximately 614 years ago, when you got it ? 

Mr. Anater. That is right. 

Mr. Scuacuner. One policy of yours was by that time 2T years 
old? 

Mr. Anater. That is right. 

Mr. Scuacuner. One policy was approximately 814 years old, one 
policy Was approximately 514 years old, and several policies were to 
be bought in the future? 

Mr. Anarer. That is right. 

Mr. Scuacuner. Tell us again how you waited all these years unt 
you stuck them away in the box, and then you suddenly found out wher 
you got them in the box that was the poorest place to put them ¢ 

Mr. Anarer. For a number of years I kept the policies with me 

Mr. Scnacuner. Perhaps I will rephrase my question. 

Mr. Anarer. I didn’t understand your question. It is a little 
ambiguous. 

Mr. Scuacuner. Did I sum up the situation accurately ? 

Mr. Anater. Not very well. 

Mr. Scuacuner. Will you improve on my summing it up? 

Mr. Awnarter. I didn’t understand the question, sir. Do you want 
to know why I decided all of a sudden to buy a safe-deposit box? I: 
that true? 

Mr. ScnHacuner. Yes. 

Mr. Anater. And my reason for the safe-deposit box to put in my 
life-insurance policies was silly, is that what your point is? 

Mr. Scuacuner. I think you put it very accurately. 

Mr. Anarer. That was one of the reasons. 

Mr. Scuacuner. Let us get to the primary reason. 

Mr. Awater. Everyone has a safe-deposit box, I understand. When 
I received my monthly notice from the bank, they said “Buy a safe 
deposit box; we have some available.” So I thought to myself, I 
guess I would like to have a safe-deposit box, so I went down and 
put an application in for one, and they accepted my application and 
I purchased one. I put my insurance policies in there, the deeds to 
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the property, the certificate of marriage in there, the children’s bap- 
tism certificates in there, and my grades from school in there, and 
everything else I can think of. Since that time I have found it is a 
very poor place for an insurance policy, so I have moved those, and 
consequently there is nothing left in there except a few odds and ends. 
Mr. Scuacuner. Then the primary reason for your obtaining a 
safety-deposit box was because your bank sent you a notice that every- 
one should have a safety- deposit box ? 

Mr. Anarer. That is right. 

Mr. Scuacuner. It is not connected with the life-insurance policy ? 

Mr. Anater. It was unnecessary. There is no use in having a 
safety-deposit box unless you have something to put in it. 

Mr. Scnacuner. I was wondering about just what was in there. 
That is why I asked. 

Now, to continue, what is the present value of all the life-insurance 
policies which you have ? 

Mr. Anarer. The present cash value is approximately $2,000. 

Mr. Scnacuner. Of all of them put together ? 

Mr. Anater. That is right. 

Mr. Scuacuner. Do you own any jewelry? 

Mr. Anater. Personally I have this ring, and watch. 

Mr. Scuacuner. So that we understand it clearly, all my questions 
were addressed both to your ownership of property and your wife’s 
ownership of property. 

Mr. Anatrer. Her jewelry is nominal. 

Mr. Scuacuner. I take it the same holds true for her real property, 
her stocks, her bonds? 

Mr. Anarer. When | speak of my property, I speak of our prop- 
erty, because everything that I have belongs half to my wife and half 
to myself. 

Mr. Scuacuner. Precisely how nominal is the jewelry which she 
owns 

Mr. Anarer. At the present moment ? 

Mr. Scuacuner. Yes. 

Mr. Anarer. She has a wrist watch which she acquired from her 
daughter for a Christmas present. She paid $100 for it. 

Mr. Scuacuner. You do not have to give it in such detail. 

Mr. Anarer. I would say her jewelry is worth $500. 

Mr. Scuacuner. Fur coats? 

Mr. Anarer. Worth nothing. 

Mr. Scuacuner. She does have a fur coat? 

Mr. Anatrer. Yes. It is a hand-me-down. She didn’t buy it. 

Mr. Scuacuner. Do you own a car? 

Mr. Anater. I own a 34-ton pickup truck. 

Mr. Scuacuner. Is that the only car which you own, or have an 
interest in? 

Mr. Anarer. My wife has a 1950 Jeepster, which I originally 
bought 

Mr. Scuacuner. Any other cars? 

Mr. Anarer. No. 

Mr. Scuacuner. That is, a 144-ton—— 

Mr. Anarter. No, 34-ton pickup. 

Mr. Scuacuner. Forgive me. I doubled the size inadvertently. 

Mr. Anarer. That is all right, sir. Three-quarters ton. 
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Mr. Anarer. Okay, I will try to enlighten you. I incurred the 
debtedness in 1948. 

Mr. Scuacuner. If you will just tell us when it was. 

Mr. Anarer. | am trying to reason, sir. 

Mr. Scnacuner. Could you reason inwardly and present us w 
the result ¢ 

Mr. Anarter. Do what, sir? 

Mr. Scuacuner. [ say, perhaps you can just reason by yourself, a) 
then let us know the result of the reasoning. 

Mr. Anater. Oh. What is the question again? Have you all tli 
answers that you wanted ? 

Mr. Schtacuner. You have mentioned a life-insurance policy whi 
you obtained 27 years ago, one which you got 15 years ago, two whi 
you got 2 years ago, one which you got 12 years ago, and there seen 
to be another one floating around that you somehow connect with tly 
purchase of your home. Tell us when that was gotten. 

Mr. Anarer. I imagine that is around 1948. 

Mr. Scnacuner. That was about 3 years ago? 

Mr. Anarter. That is right. 

Mr. Scuacuner. At the time when you obtained that safe-deposit 
box, which was approximately 614 years ago, when you got it? 

Mr. Anater. That is right. 

Mr. Scuacuner. One policy of yours was by that time 2T years 
old? 

Mr. Anater. That is right. 

Mr. Scuacuner. One policy was approximately 814 years old, one 
policy was approximately 514 years old, and several policies were to 
be bought in the future? 

Mr. Anater. That is right. 

Mr. Scuacuner. Tell us again how you waited all these years unt 
you stuck them away in the box, and then you suddenly found out whet 
you got them in the box that was the poorest place to put them ? 

Mr. Anarer. For a number of years I kept the policies with me 

Mr. Scuacuner. Perhaps I will rephrase my eastion, 

Mr. Awnarer. I didn’t understand your question. It is a littl 
ambiguous. 

Mr. Scuacuner. Did I sum up the situation accurately ? 

Mr. Anarer. Not very well. 

Mr. Scuacuner. Will you improve on my summing it up? 

Mr. Anater. I didn’t understand the question, sir. Do you want 
to know why I decided all of a sudden to buy a safe-deposit box? I 
that true ? 

Mr. Scuacuner. Yes. 

Mr. ANarer. And my reason for the safe-deposit box to put in my 
life-insurance policies was silly, is that what your point is? 

Mr. Scuacuner. I think you put it very accurately. 

Mr. Anater. That was one of the reasons. 

Mr. Scuacuner. Let us get to the primary reason. 

Mr. Anater. Everyone has a safe-deposit box, I understand. When 
I received my monthly notice from the bank, they said “Buy a safe 
deposit box; we have some available.” So I thought to myself, 
guess I would like to have a safe-deposit box, so I went down and 
put an application in for one, and they accepted my application and 
I purchased one. I put my insurance policies in there, the deeds to 
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the property, the certificate of marriage in there, the children’s bap- 
tism certificates in there, and my grades from school in there, and 
everything else I can think of. Since that time I have found it is a 
very poor place for an insurance policy, so I have moved those, and 
consequently there is nothing left in there except a few odds and ends. 

Mr. Scuacuner. Then the primary reason for your obtaining a 
safety-deposit box was because your bank sent you a notice that every- 
one should have a safety-deposit box ? 

Mr. Anarer. That is right. 

Mr. Scnacuner. It is not connected with the life-insurance policy # 

Mr. Anarer. It was unnecessary. There is no use in having a 
safety-deposit box unless you have something to put in it. 

Mr. Scuacuner. I was wondering about just what was in there. 
That is why I asked. 

Now, to continue, what is the present value of all the life-insurance 
policies which you have? 

Mr. Anater. The present cash value is approximately $2,000. 

Mr. Scuacuner. Of all of them put together ? 

Mr. Anater. That is right. 

Mr. Scuacuner. Do you own any jewelry? 

Mr. Anarer. Personally I have this ring, and watch. 

Mr. Scuacuner. So that we understand it clearly, all my questions 
were addressed both to your ownership of property and your wife’s 
ownership of property. 

Mr. Anarer. Her jewelry is nominal. 

Mr. Scuacuner. I take it the same holds true for her real property, 
her stocks, her bonds ? 

Mr. Anater. When | speak of my property, I speak of our prop- 
erty, because everything that I have belongs half to my wife and half 
to myself. 

Mr. Scuacuner. Precisely how nominal is the jewelry which she 
owns‘ 

Mr. Anarer. At the present moment ? 

Mr. Scuacuner. Yes. 

Mr. Awnarer. She has a wrist watch which she acquired from her 
daughter for a Christmas present. She paid $100 for it. 

Mr. Scuacuner. You do not have to give it in such detail. 

Mr. Anarer. I would say her jewelry is worth $500, 

Mr. Scuacuner. Fur coats? 

Mr. Anarer. Worth nothing. 

Mr. Scuacuner. She does have a fur coat? 

Mr. Anarer. Yes. It is a hand-me-down. She didn't buy it. 

Mr. Scuacuner. Do you own a car? 

Mr. Anater. I own a %4-ton pickup truck. 

Mr. Scuacuner. Is that the only car which you own, or have an 
interest in ¢ 

Mr. Anarter. My wife has a 1950 Jeepster, which I originally 
bought 

Mr. Scuacuner. Any other cars? 

Mr. Anarer. No. 

Mr. Scuacuner. That is, a 1144-ton—— 

Mr. Anarer. No, 34-ton pickup. 

Mr. Scuacuner. Forgive me. I doubled the size inadvertently. 

Mr. Anater. That is all right, sir. Three-quarters ton. 
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Mr. Scracuner. And a Jeepster? 

Mr. Anater. That is right, sir. 

Mr. Scuacuner. And those are all the cars you own ? 

Mr. Anarter. The title to the Jeepster is in the name of Peter-A) 
Development Co.—P-e-t-e-r—A-n-a Development Co. 

Mr. Scuacuner. How did the title get into that company ? 

Mr. Anarer. I put it there. I put it in there, sir. 

Mr. Scuacuner. Is that a company which belongs to you? 

Mr. Anarer. That is right. There is no outstanding stock. That 
is the only asset the company has. 

Mr. Scuacuner. Is it a corporation? 

Mr. Anarer. Yes, sir. 

Mr. Scuacuner. Is it engaged in any business / 

Mr. Anarer. None. 

Mr. Sruacuner. Do you have any other property, or does you 
wife have any other property of any description whatsoever / 

Mr. Anarer. Of no consequence. 

Mr. Scuacuner. No substantial property ? 

Mr. Anater. No, sir. 

Mr. Scuacuner. And I believe you have three children / 

Mr. Anater. Three children, that is right. 

Mr. Scuacuner. Three daughters; is that not right? 

Mr. Anarer. That is right. 

Mr. Scuacuner. How old is the oldest ? 

Mr. Anatrer. The oldest is 19, the next one is 10, and the third is 8 

Mr. Scuacuner. I take it they have no independent sources of 
income ¢ 

Mr. Anater. None. They are all voing to school. 

However, the daughter did work Jast summer. Her income last 
year was approximately $500, or $450, something like that. 

Mr. Scuacuner. Now, by rough calculation, sir, I make it that 
since the time in 1933, when you owned practically no property, until 
roughly the time when you quit the Government, you were able 
one way or another to acquire approximately $5,000 worth of prop 
erty; is that right? 

Mr. Anarer. That is pretty close to being right. 

Mr. Scuacuner. I should like to inquire about how you acquired 
some of this property. 

Did most of your income come from the Government ? 

Mr. Anater. No. 

Mr. Scuacuner. After 1933, when did you first begin to make 
money outside of money coming from your Government employment ? 

Mr. Anarer. Make money? You mean make money or receive 
money? Make money? 

Mr. Scnacuner. Well, let us have it both ways. 

First, did you receive any money by way of gifts or bequests during 
that period—that is, beginning with 1933, until you left the Govern- 
ment in 1951? 

Mr. Anarter. I personally received a bequest of $1,000. My wife 
received two gifts of two city lots from her parents. She also received 
a gift from her parents, the proceeds of a postal-savings account, 
which originally had a value of $2,500, and had it increased to approxi- 
mately $3,100. 
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In substance, those are the gifts that we have received during our 
married life. 

We have sold our homes in this rising market, and in each instance 
we were able to realize a profit. 

What was the other question, sir? 

Mr. Scnacuner. My original question, sir, was when did you first 
earn any money outside your Government employment ? 

Mr. Anater. When you speak of “earned,” sir, do you mean earn- 
ings from personal services or earnings from investments ¢ 

Mr. Scuacuner. Sir, I mean any earnings whatsoever. As to what 
the services were from which those earrings gfemmed, we will go into 
that later. Right now, when did the first earnings come in? 

Mr. Anarer. When did I have any income, or when did I report 
a taxable income in excess of the income of my salary; is that substan- 
tially the question ¢ 

Mr. Scuacuner. No, sir. 

Mr. Reporter, perhaps you can reread the question, and we can then 
get it answered. 

(The question was read by the reporter.) 

Mr. Anarer. Earnings from what, sir? 

Mr. Scuacuner. From anything. 

Mr. Anarer. Oh, I sold a house in 19539-——— 

Mr. Scnacuner. Hold it. 

Prior to 1939 vou had no outside earnings; is that right? 

Mr. Anater. In 1936 I sold a home, too, sir. 

Mr. Scuacuner. Did that result in a gain or a loss? 

Mr. Anarer. That first one resulted in a cash gain, but an invest- 
ment loss. 

Mr. Scunacuner. Then you sold another home in 1939; is that 
right ¢ 

Mr. Anarter. Yes, sir. 

Mr. Scnacuner. Approximately how much money did you make 
on that sale? 

Mr. Awnarer. I wouldn’t remember, sir—two or three thousand 
dollars. 

Mr. Scnacuner. Did you make any money in 1940? 

Mr. Anarer. I don’t remember of any. 

Mr. Scuacuner. In 1941? 

Mr. Anarer. I can’t remember of any money in 1941. 

Mr. Scuacuner. When is the first money after 1941 that you re- 
member making ¢ 

Mr. Anarer. I sold another home in 1943, when I moved to San 
Francisco. 

I sold one in 1945. That is the last time—and I sold another one, 
I think, in 1947. 

Mr. Scuacuner. Let us take the year 1944. 

Did you also work outside your Government employment in 1944? 

Mr. Anatrer. Work outside? What do you mean, work outside ? 

Mr. Scuacuner. I mean, did you perhaps also work as a carpen- 
ter, or a lawyer, or anything? 

Mr. Anarer. Not that I know of. 

Mr. Scuacnner. You mean you do not remember; is that it ? 

Mr. Anater. No, I don’t remember. 
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Mr. Scnacuner. In the year 1945 did you have any outside ear 
ings ¢ 

Mr. Anater. I don’t think so. Just the sale of a house. 

Mr. Scuacuner. If I told you that your income-tax return fo: 
that vear showed outside earnings—— 

Mr. Anarer. You might be right, because the income-tax return 
right. 

Mr. Scuacuner. Now 

Mr. Anarer. I can’t remember these things, sir, because you have 
the information in front of you, and I haven't. 

Mr. Scnacuner. I am not trying to find fault with your memory, 
Mr. Anater. I will refresh your— 

Mr. Anarer. I am at a disadvantage. The time element is so 
widespread and—— 

Mr. Scuacuner. I understand that, Mr. Anater. I am not trying 
to take advantage of you. 

I will refresh your recollection. 

For instance, do you know a company called San Anselmo Pet 
Food ? 

Mr. Anarer. I knew a company existed in 1944. 1944, was it? 

Mr. Scuacuner. And 1945. 

Mr. Anarter. That is right. 

San Anselmo—<A-n-s-e-l-m-o. 

Mr. Scuacuner. Yes. 

What was your connection with San Anselmo Pet Food? 

Mr. Anarer. I had an investment in the San Anselmo Pet Food 
Shop, which was in my wife’s name. We had—— 

Mr. Scuacuner. Enough. You had an investment there. 

How did you come to invest in a pet food shop ? 

Mr. Anarer. It looked like a good investment. 

Mr. Scuacuner. How was the shop first called to your attention? 

Mr. Anatrer. Oh, a friend of mine was going to invest in it, and he 
was telling—— 

Mr. Scuacuner. Who was vour friend ? 

Mr. Anarer. The other partners. There were four partners. 

Mr. Scuacuner. Which one of the four was your friend ? 

Mr. Anarer. They were all my friends. 

Mr. Scuacuner. How did you first meet them ? 

Mr. Anarer. They were my neighbors, my friends and neighbors 
in Ross, Calif. That is where I lived in 1944. 

Mr. Scuacuner. Did you have any official business with them ? 

Mr. Anater. None. 

Mr. Scuacuner. You had none? 

Mr. Anater. None, except one of the partners worked with me. He 
was an emplovee of the Internal Revenue Department. 

Mr. Scuacuner. He was also an employee? 

Mr. Anater. That is right, one of the people there, yes. 

Mr. Scuacuner. Does the name Princess Floral Market sound 
familiar to you ? 

Mr. Anarer. That means Princess Street in Sausalito, Princess 
Street in Sausalito. 

Mr. Scuacuner. I am just asking you whether the name is familiar 
to you. 

Mr. Awnarter. Oh, yes. 
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Mr. Scuacuner. Did you derive any profits from that ? 

Mr. Anarer. Not at all. 

Mr. Scuacuner. How did you get to derive profits from that ? 

Mr. Anater. The San Anselmo Pet Food Co. purchased the Princ- 
ess Floral Market, and whenever any profits were realized from either 
of the two they were attributed to me and my wife, in the percentage 
we owned of stock. 

Mr. Scuacuner. Were those corporations ? 

Mr. Anarer. No, when I say stock I mean percentage interest. 
Chey were partnerships. 

Mr. Scuacuner. By the way, did you own any stock or securities 
in 1945 ¢ 

Mr. Anarer. I think I owned quite a few in 1945. It was during 
that period of time that I sold my home and I invested the proceeds 
of the home in stocks, bond stocks. In fact, IT think I invested it all 
in the stock market. 

Mr. Scuacuner. How much have you invested in the San Anselmo 
Pet Food Store / 

Mr. Anarer. I think it was 8600. I think the total investment, as 
I understand it, was $2,500, and—— 

Mr. Scuacuner. How much did you put in? 

Mr. Anarer. I put in one-quarter, sir, of the total. 

Mr. Scuacuner. How much was that ? 

Mr: Anarer. Oh, I don’t remember. I don't think it was more 
than $600. 

Is that what the assessment was for? Does it say $600 there / 

Mr. Scuacuner. Do not worry what it says here. You just tell mp. 

Mr. Anarer. I don’t remember. I think it was about $600, 

Mr. Scuacuner. Did you have any other businesses in 1946? 

Mr. Anarter. In 1946? 

Mr. Scuacuner. Yes. 

Mr. Anarer. Can you make a suggestion / 

Mr. Scuacuner. Yes: pet food. 

Mr. Anarer. Pet food ¢ 

Mr. ScnacuNer. Yes. 

Mr. Anarer. In 19464 

Mr. Scuacuner. Yes. 

Mr. Anarer. I think we still had in 1946, 

Mr. Scuacuner. What did you have in 1947? 

Mr. Anarer. I think we were getting into the frozen-food business 
there. That is right, frozen-food business, and an interest in a medi 
cal building. 

Mr. Scuacuner. How did you happen to acquire an interest in a 
medical building? 

Mr. Anarer. I purchased 4 percent of the stock. 

Mr. Scuacuner. Four percent of the stock? 

Mr. Anater. That is right. 

Mr. Scuacuner. Are you sure you are talking about stock this 
time ¢ 

Mr. Anater. Absolutely. 

Mr. Scuacuner. All right. Who sold it to you? 

Mr. Anarer. There were different incorporators, and when they 
formed the corporation, it was a closed company, and the five of us, 
when we had a meeting—I think it was five—they decided to split up 
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in that manner, and I came up with 4 percent and signed a note for 
$3,600, which was the value of the stock at that time. 

Mr. Scuacuner. That is, you signed a note for $3,600? 

Mr. Anarer. That is right. 

Mr. Scuacuner. You didn’t actually put up any cash whatsoeve: 

Mr. Anarer. The note is just like cash, sir. 

Mr. Scuacuner. There is perhaps some slight difference. 

Mr. Anarer. I would just as soon have a note as cash, if the nm 
is good. 

Mr. Seunacuner. I am sorry you are not in the banking busines 
How much money did you make per year from that Laird Medic 
Building ? 

Mr. Anarer. I made for the first year approximately 550 a we 
for 9 months. That is $1,800 approximately, if my memory serv: 
me correctly. Odds and ends, but for 9 months I think I got $50 
week. Then in the following year 

Mr. Scuacuner. What were you doing for those S50 a week ¢ 

Mr. Anarer. I was an investor. 

Mr. Scuacuner. You were what? 

Mr. Anarer. An investor in the medical building, sir. Four-pe 
cent owner of the assets of the company. I was secretary-treasurer 
of the corporation, 

Mr. Scuacuner. What did you get the $50 a week for, as an in- 
vestor or secretary-treasurer ? 

Mr. Anarer. Well, the company made money, and the money had 
to go some place, so some of it went to me. 

Mr. Scuacuner. Now, if the company was paying out a salary to 
yéu, that was then that much of a deduction from its profits. 

Mr. Anater. That is right. 

Mr. Scuacuner. If it came to you as an investor, those would be 
dividends. 

Mr. Anarer. That is right. There were no dividends. 

Mr. Scuacuner. Then you received a salary? 

Mr. Anater. That is right. 

Mr. Scuacuner. And how much work did you do for that salary ¢ 

Mr. Anarer. I didn’t keep track of the time. As secretary-treas- 
urer of the corporation I looked after the affairs. The accountant 
handed me the statements every month, I looked them over, and he 
sent me a statement as to how much the bills were going to be, and 
drew a check on the general account equal to the amount of the bills 
that were going to be incurred, and so I signed the check on the gen- 
eral account and sent it back to him. Then if any difficulties arose 
with the building project itself, in some way or another I would re- 
ceive word to that effect, and when the occasion presented itself, I 
would adjust the trouble that might have existed. 

Mr. Scuacuner. Can you tell us how much work you did? 

Mr. Anater. I just got through explaining to you. 

Mr. Scuacuner. In terms of hours. 

Mr. Anater. No. We didn’t have a time clock, nor did we keep 
track of any hours, sir. It was very nominal. 

Mr. Scnacuner. Are you familiar with Holland Frosted Foods? 

Mr. Anarer. Yes, sir; frozen foods. That is a limited partner- 
ship. Do you want me to explain it to you? 
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Mr. Scuacuner. No; I just want to know how much money you 
contributed to that company. You owned an interest in that, did you 
not ? 

Mr. Anater. Yes; I was enlightened the other day that I had a 
15-percent interest in it. 

Mr. Scuacuner. How much money did you pay for that 15-percent 
interest ? 

Mr. Anarter. $10,000. 

Mr. Scuacuner. And did you pay that in cash? 

Mr. Anater. Yes; I borrowed the $10,000, and then I put in five at a 
time. It was supposed to be 15-percent interest for $5,000, but the 
general partner apparently didn’t get along with 

Mr. Scuacuner. If you will not explain those details to us, please. 

Mr. Anarer. I gave him $5,000 first, and then subsequently gave 
him maybe 2 or 3, and finally I gave him enough to make 10 alto- 
gether. 

Mr. Scuacuner. Did you put that up in cash ? 

Mr. Anarer. I don’t remember whether it was in cash or whether it 
was in check. 

Mr. Scuacuner. How did you raise the $10,000 ? 

Mr. Anarer. At the beginning, it was five. I had five in my bank. 

Mr. Scuacuner. As a matter of fact, did you not borrow all 10,000? 

Mr. Anarer. No; you asked me how I raised it. I said in the be- 
ginning I didn’t raise it. I had it. 

Mr. Scuacuner. Did you borrow at all? 

Mr. Anarer. I subsequently borrowed five and after that I bor- 
rowed five more, and paid it back. 

Mr. Scuacuner. From whom did you borrow it? 

Mr. Anater. I borrowed from Mr. Lewis. 

Mr. Scuacuner. Who is Mr. Lewis? 

Mr. Anarer. He isa friend of mine. 

Mr. Scuacuner. How long have you known him? 

Mr. Anarer. I have known him since 1944. 

Mr. Scuacuner. How did you meet him ? 

Mr. Anarter. I met him through another friend of mine. 

Mr. ScHacuner. What is the other friend’s name? 

Mr. Anatrer. Mr. Laird. 

Mr. Scuacuner. How did Mr. Laird come to introduce you to Mr. 
Lewis? 

Mr. Anarer. He came to my office and told me, “I want you to meet 
Mr. Lewis.” I said, “I am very happy to know you.” 

Mr. Scuacuner. As a matter of fact, it turned out that you had very 
good reason to be happy about knowing Mr. Lewis, isn’t that right? 

Mr. Anarter. He isa very good fr iend of mine, that is r ight. 

Mr. Scuacuner. He became 

Mr. Anater. A very good friend of mine. 

Mr. Scuacuner. How did that first acquaintance ripen into friend- 

ship? 

Mr. Anarer. How? Well, I guess we went to lunch together a 

couple of times. 

Mr. Scuacuner. I beg your pardon ? 

Mr. Anarer. I guess we went to lunch together a couple of times, 

vot acquainted pretty well and became friends. 
91550—52—pt. 343 











2598 INTERNAL REVENUE INVESTIGATION 


Mr. Scuacuner. Who called who for lunch? 

Mr. Anarer. I don’t remember. We just happened to get together. 

Mr. Scuacuner. What business was Mr. Lewis in? 

Mr. Anarer. Mr. Lewis was at that time a partner of Mr. Laird, | 
think, in a bowling alley in Sacramento, and he was the general ma) 
ager of the Detroit Racing Association. 

Mr. Scuacuner. Did he have any other businesses? 

Mr. Anarter. At that time? 

Mr. ScHAcHNER. Yes. 

Mr. Anarer. I think it was about that time he became interested 
in a drapery business, and plumbing business, painting business, 
They all failed. 

Mr. Scuacuner. He was a well known man in Sacramento, was he 
not ¢ 

Mr. Anater. I don’t know. In Sacramento? 

Mr. Scuacuner. Yes. 

Mr. Anater. I don’t know if he was or not. I had already left Sac- 
ramento and I had never met him in Sacramento before. It is a pretty 
good sized town, Sacramento is. 

Mr. ScuHacuner. Where was he living? 

Mr. Anater. When I first met him ? 

Mr. Scuacuner. Yes. 

Mr. Anarer. As far as I know he was living in the East. 

Mr. Scuacuner. He was? 

Mr. Anarter. As far as I know; yes, sir. 

Mr. Scuacuner. Did you know where in the East he was living? 

Mr. Anater. At the hotel in Detroit. 

Mr. Scuacuner. How would you get to have lunch with him if he 
was living in Detroit? 

Mr. Anarer. He came here. You say how did I ever meet him 
occasionally while we ripened into a friendship? 

Mr. Scuacuner. Yes. 

Mr. Anater. I said when he came to San Francisco. 

Mr. Scuacuner. When he came to San Francisco, how would you 
find out that he was in San Francisco ? 

Mr. Anarer. Well, he would probably telephone me, or I would 
find out from one of my friends, and we would get together and have 
lunch together. 

Mr. Scuacuner. What friends did you have in common with him? 

Mr. Anater. Oh, I don’t know exactly. There were several, I 
suppose. 

Mr. Scuacuner. Mention the names of a few. 

Mr. Anater. Mr. Laird was a friend of his. Mr. Bascou, and at 
that time—how far back are we now? 

Mr. Scnacuner. We are at the beginning of that friendship with 
Mr. Lewis. 

Mr. Anarer. Those are probably the only two that were close friends 
of his that were friends of mine. 

Mr. Scrracuner. After you first met him, he would occasionally 
announce his arrival in San Francisco, and would right away get in 
touch with you? . 

Mr. Anater. No; I don’t think he would right away get in touch 
with me. 

Mr. Scnacuner. At any rate, he did get in touch with you? 
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Mr. Anater. Eventually I found out about it, eventually I saw him 
and we talked together. 

Mr. Scuacuner. What did you talk about? 

Mr. Anater. Everything in general. 

Mr. Scuacuner. Racing, bowling? 

Mr. Anater. I didn’t know anything about racing. I asked him 
something about racing once in a while, but he wouldn’t give me any 
information at all about who was going to win a race, Who was going to 
run a race. 

Mr. ScuacuNer. Would you say those were business secrets? 

Mr. Anater. No; he said that was not a very good thing for me to 
know, that a lot of people go broke on the race track, and I am too 
young to go broke. But we talked about everything. 

Mr. Scuacuner. Did he tell you that he had some professional in- 
formation about that ? 

Mr. Anater. No. I asked him one time, I had a matter involving a 
race track locally here, and I asked him if he knew something about 
it. He said, “No, I don’t know anything about it.” So that was the 
only time I ever talked to him about the race track. 

Mr. Kean (presiding). The committee will recess for 5 minutes. 

(Short recess. ) 

Mr. Scuacuner. Mr. Anater, prior to the recess, we were discussing 
the friendship which you established with Mr. Lewis. What was Mr. 
Lewis’ first name, by the way ? 

Mr. Anater. George. 

Mr. Scuacuner. Mr. George Lewis. Am I correct in assuming that 
the $10,000 which he lent you for the Holland Frosted Foods was not 
the only money which he lent you? 

Mr. Anarter. That is right. 

Mr. Scuacuner. What else did he lend you? 

Mr. Anarer. He loaned me $15,000 and then after the $10,000 was 
paid back—— 

Mr. Scuacuner. Did he lend you $15,000 to acquire an interest in 
Laurel Pottery Manufacturing Co.? 

Mr. Anater. That is right. 

Mr. Scuacuner. That is right? 

Mr. Anater. That is right. 

Mr. Scuacuner. Did he lend you $12,500 to invest in L. C. Houk, 
Inc. ¢ 

Mr. Anater. That is right. 

Mr. Scuacuner. You own an interest in that now, do you not? 

Mr. Anater. That is right. It is not worth much. 

Mr. Scuacuner. You mean some of the money was lost? 

Mr. Anater. No. It is a seasonal operation, and the net worth at 
the end of each year reduces itself to practically nothing, and then 
when the operation begins again, the net worth builds up. 

Mr. Scuacuner. Have you paid off the loan? 

Mr. Anater. The loan? 

Mr. Scuacuner. The loan. 

Mr. Anater. To who, Mr. Lewis? 

Mr. Scuacuner. Yes. 

Mr. Anater. In full. 

Mr. Scuacuner. You have. 

Mr. Anater. That is right. 





2600 INTERNAL REVENUE INVESTIGATION 


Mr. Scuacuner. And you invested $12,500 in Santa Clara Pot- 
tery? 

Mr. Anater. That is right. 

Mr. Scuacuner. Right now, do you also own an interest in Pacific 
Ball, B-a-l-] 

Mr. Anater. B-a-l. 

Mr. Scuacuner. Industries? 

Mr. Anater. Do I own what, sir? Do I own an interest in it? 

Mr. Scuacuner. Yes. 

Mr. Anarter. There is some common stock that has not been issued 
to my knowledge that is in escrow and cannot be issued until the 
preferred stock is liquidated, so I have never received any certificate 
of stock from Pacific Bal. 

Mr. Scuacuner. But you have a good hope of getting one? 

Mr. Anater. No; I haven't any hope of getting one. 

Mr. Scuacuner. You are giving up hope? 

Mr. Anater. I am giving up hope, yes. In fact, it is on the verge 
of liquidation. 

Mr. Scuacuner. Being in all these businesses, how much money 
did you make out of these businesses during the last, let us say, 6 
years? 

Mr. Anarer. Do you have my tax returns there? 

Mr. Scuacuner. Can you give us an approximation? 

Mr. Anater. In 1948, I think I made $32,000. 

Mr. Scuacuner. In 1948? 

Mr. Anarer. Yes. 

Mr. ScHacHner. $32,000? 

Mr. Anater. That is right. 

Mr. Scuacuner. And what did the major portion of this money 
come from? 

Mr. Anater. The major portion came from the Laure] Pottery. 

Mr. Scuacuner. That was something for which you had borrowed 
money to acquire an interest ? 

Mr. Anater. That is right. 

Mr. Scuacuner. And what did you do for that partnership? 

Mr. Anater. I watched the activities to see that they weren't going 
astray. 

Mr. Scuacuner. I beg your pardon / 

Mr. Anater. I watched the activities of the organization to see 
that everything was in working order. 

Mr. Scuacuner. By the way, where was this partnership located ? 

Mr. Anater. They had two offices, one in San Francisco and one 
in Stockton. 

Mr. Scuacuner. What was the business of that company ? 

Mr. Anater. The business of the company was the manufacturing 
of household dinnerware. 

Mr. Scnacuner. And where was the plant located? 

Mr. Awnater. The plant was located on the Stockton-Tracey 
Highway. 

Mr. Scuacuner. And where were you doing your watching? 

Mr. Anater. Whenever any irregularity was called to my attention, 
I would straighten it out. 

Mr. Scuacuner. You said you watched that nothing would go 
astray. 
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Mr. Anater. That is right. 

Mr. Scuacuner. Could you tell us just where you do your watching ? 

Mr. Anater. I didn’t keep track of the places. It all depends 
where something needed to be done. In other words, it was a complex 


organization. 
Mr. ScHacuner. I am sorry. I would like to get my question 
answered. 


Mr. Anarter. I think you understand I am trying to explain to you. 
Ithink you know what I am talking about. 

Mr. Scuacuner. You got $31,000. That we know. Now I would 
like to find out, you didn’t put up a dime, you just borrowed the money $ 

Mr. Anater. I put up a note. What is wrong with a note? That 
is as good ascash. My note is better than cash. You lose cash; you 
can’t lose a note. You can record that, but you can’t record cash, 

Mr. Scuacuner. Was that note which you put up payable under 
all circumstances / 

Mr. Anater. I don’t remember the note. 

Mr. Scuacuner. To refresh your recollection, is it not a fact that 
that note was payable out of profits. 

Mr. Anater. It might have been something like that. 

Mr. Scuacuner. That is, if there were profits the note got paid 
up; if there were no profits, the note was not paid. 

Mr. Anater. No; that is not true. There is still such a thing as 
integrity and moral obligation. When you sign your name to a note, 
you have to pay it. 

Mr. Scuacuner. Let me ask you this: Is it your testimony here 
that the note was so drawn as to be payable out of profits? 

Mr. Anater. That is right. 

Mr. Scuacuner. Because the other people relied on your inherent 
morality to pay it even if there were no profits. Is that your testimony 
here? 

Mr. Anater. I think that is in substance probably correct. 

Mr. Scuacuner. If that was your moral nature, why did you not 
promise them outright to pay it under all circumstances? 

Mr. Anater. That is just the way the note was drawn up, sir. 

Mr. Scuacuner. Did you not protest when the note was drawn 
up— 
Mr. Anater. No. 

Mr. Scuacuner. That way, and say, “My high morality doesn’t 
permit me to sign a note like that”? 

Mr. Anater. No; I was very happy about it. In fact, if I wanted 
to renege on it, there was an out for me, but I didn’t fee] I wanted to 
renege on it. The same proposition was in effect, I think, in Holland 
Frozen Food. I paid that back off; Holland Frozen Food lost money. 

Mr. Scuacuner. Just a minute. I am not asking you about that. 
But this was a note which was payable only out of profits. 

Mr. Anater. That is right; and I paid it back in full. 

Mr. Scuacuner. That was not my question. 

Mr. Anater. You asked me whether I was flat when I received a 
note like that. 

Mr. Scuacuner. If you will wait a minute, I will formulate my 
question, and then you will know exactly what we want to know, and 
that is, legally, if there were losses, you were not obligated to pay a 
penny ¢ 
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Mr. Anarer. That is probably true. Have you looked at 

Mr. Scuacuner. Yes. We will forget about the morality of the 
subject. We will talk later about morality. But right now, there 
wasn’t any legal obligation on you to put up a penny. If there were 
profits, they went into your pocket. If there were no profits, nothing 
was paid out. A sort of heads-you-win, tails-I-lose proposition ; is that 
not right ? 

Mr. Anarer. I never considered it that way. 

Mr. Scuacuner. Now that your attention 

Mr. Anarer. If you want te interpret it that way, you can. Every- 
body is entitled to their own opinion. 

Mr. Scuacuner. I think it is more than just my opinion. Would 
you not say that it is a substantially accurate summary of at least the 
legal situation, leaving out the morality of the matter? 

Mr. Anater. It never entered my mind that a lawsuit would take 
place, because in the beginning 

Mr. Scuacuner. Yes; but now that it has entered your mind—— 

Mr. Anarter. That the lawsuit would take place? It is too late now, 
it is all closed, and the lawsuit could never take place. 

Mr. Scuacuner. Now that I have given you a description of the 
transaction, can we agree that my description is substantially accu- 
rate? 

Mr. Anarer. The inferences that go with the description are not 
quite accurate, because those things never entered in our minds along 
that nature. You inferred 

Mr. Scuacuner. Just to begin with, the description is accurate, but 
inferences are inaccurate; is that right? 

Mr. Anater. In other words, the description of the note in substance 
is probably correct, and the substance and the signing of a note was 
drawn to consummate a particular transaction which in all probabili- 
ties was a good gilt-edged investment. 

Mr. Scnuacuner. All right. Now, you also rendered services to 
that pottery, I understand. You kept watching that things would 
not go astray ? 

Mr. Anater. That is right. 

Mr. Scnacuner. You did that watching, I take it, from San Fran- 
cisco? 

Mr. Anater. Not necessarily. I went to Stockton approximately 
once a week. 

Mr. Scuacuner. You took a quick look to see whether anything had 
gone astray‘ 

Mr. Anater. That is right. It was a pretty stable business. If 
anything had gone wrong, I would have known right away. 

Mr. Scnacuner. Nothing much did go astray? 

Mr. Anater. No; everything went fine. 

Mr. Scnacnner. Profits kept rolling in? 

Mr. Anater. Rolling in. The profits kept coming in. I suppose 
they are still coming in. 

Mr. Scnacuner. And all during that time there was this tight 
friendship with Mr. Lewis; is that right? 

Mr. Anater. Mr. Lewis didn’t have much to do with the pottery. 
He never saw the pottery. 

Mr. Scnacuner. We will get to his connection with the pottery 
in just a minute. Let us go back to your own relations with Mr. Lewis. 
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Mr. Anater. They were the same. 

Mr. Scuacuner. From time to time he would come from the East, 
and you would have lunch together ¢ 

Mr. Anater. That is right. 

Mr. Scuacuner. And from time to time at these lunches he would 
Jend you $10,000 here, $15,000 there; is that right ? 

Mr. Anarer. It wasn’t the way it sounds. I wish it were that way; 
I would go out with him this afternoon. But there had to be some 
basic sound reason for a transaction of that particular nature. Peo- 
ple just don’t go out and say “Here, you are a nice guy, I will give 
you $10,000; forget it.” It didn’t happen that way. 

Mr. Scuacuner. All right. Now, going into the reasons for it, 
did there come a time when you began to make out Mr. Lewis’ income- 
tax returns ¢ 

Mr. Anater. I made two or three returns out for him; that is right. 

Mr. Scuacuner. Beginning in 1945? 

Mr. Awnarer. Is that what the paper says? I don’t remember the 
date. 

Mr. Scuacuner. What is your recollection ? 

Mr. Anater. I don’t remember. But I made two or three. 

Mr. ScuHacuner. It could be 1945? 

Mr. Anater. It could be. It could be 1946. 

Mr. Scuacuner. You made them out? 

Mr. Anater. I made his tax return out. 

Mr. Scuacuner. Did you file them, too? 

Mr. Anater. I mailed them in; that is right. 

Mr. Scuacuner. Where did you mail them to? 

Mr. Anarter. To the collector of internal revenue, San Francisco. 

Mr. Scuacuner. Why did you mail them to the collector of in- 
ternal revenue in San Francisco? 

Mr. Anater. What should I do with them? That is where they 
are supposed to go, aren’t they ? 

Mr. ScnHacuner. Well, now, let’s see, are they? Where did Mr. 
Lewis live ¢ 

Mr. Anatrer. You mean 1945? As I understand it, the first one or 
two returns were filed in Baltimore, Md. He lived in a hotel and he 
had no permanent place of abode. Consequently, his tax returns were 
filed in Baltimore, Md. I don’t know. I just recollect something of 
that particular nature. He had no established home here, but he did 
stay in Michigan most of the time, and consequently I think that is 
where his first two or three returns were filed. 

Mr. Scuacuner. In Michigan? 

Mr. Anater. No; in Baltimore, Md. 

Mr. Scuacuner. If he lived in Michigan, why were they filed in 
Baltimore ? 

Mr. Anarer. He had no permanent place of abode. 

Mr. Scnacuner. Ultimately did he ever acquire a permanent place 
of abode in San Francisco? 

Mr. Anarer. In Fairfax. 

Mr. Scuacuner. Here in California ? 

Mr. Anater. That is right; he lives there now. 

Mr. ScuacHNner. When did he acquire that permanent place of 
abode ? 
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Mr. Anater. Oh, I don’t know exactly. I imagine that is 2 or 3 
years ago. 

Mr. Scuacuner. But prior to his acquisition of this permanent 
place of abode, is it not a fact that his returns were filed here? 

Mr. Anater. I don’t know. I haven’t got his returns, sir. 

Mr. Scuacuner. I beg your pardon? 

Mr. Anarer. I don’t know whether they were here or in Baltimore. 
Either one of the two. 

Mr. Scuacuner. You just testified 

Mr. Anarer. Sure, you are asking me to testify to something from 
memory as to what actually happened. I am giving you the best of 
my opinion, the best of my recollection. If I could see the returns, | 
could tell. It is stamped on the return. 

Mr. Scuacuner. Just a few minutes ago you testified with a great 
deal of assurance 

Mr. Anarter. No. 

Mr. Scuacuner. That you mailed them in to the collector in San 
Francisco. 

Mr. Anater. That is where I normally would have mailed them, but 
whether or not these particular years were filed in Baltimore or San 
Francisco, I cannot remember. 

Mr. Scuacuner. It was either one or the other. 

Mr. Anarter. I don’t know. It might have been some place else. 
But I know they were mailed in timely. I don’t know exactly where 
they went. It is hard to remember those things. You know when you 
handle five or six thousand tax returns over a period of a month, it is 
awfully hard to remember which individual return went to a particu- 
lar place. I was a pretty busy boy then. 

Mr. Scuacuner. How did Mr. Lewis come to have his returns 
made out by you? 

Mr. Anater. I made out a lot of returns. I advertised in the paper 
that I worked in a tax office—— 

Mr. Scuacuner. I am sorry, I didn’t hear that. 

Mr. Awnarer. All the collectors made out tax returns in those years. 
and my knowledge of tax returns was supposed to be pretty good, and 
so he probably thought he wanted to get his tax return prepared 
by a person that knew how to prepare it, and he asked me to help 
him with his tax returns. I said, “Fine and dandy; I will be very 
happy to.” 

Mr. Scuacuner. Were you supposed to make out tax returns for 
people with whom you had business dealings ¢ 

Mr. Awnater. I was supposed to make out tax returns for everyone 
that asked me to make out tax returns. 

Mr. Scuacuner. Including people with whom you have business 
dealings? 

Mr. Anater. Oh, sure. I make them out for my mother and father 
and uncles and aunts and grocery store man, drug store man, gas 
station man; anyone who asks you to make out a tax return, that is 
part of your job. 

Mr. Scuacuner. Did you do that during office hours for Mr. Lewis? 

Mr. Anarer. I don’t remember that particular day, or those days. 
Some of them were probably made out during office hours, and some 
of them were probably made out in the evening. 





~ 





INTERNAL REVENUE INVESTIGATION 2605 


Mr. Scuacnner. Did you also make out the tax returns for some 
of these companies with which you were connected ¢ 

Mr. Anarter. Let’s see. 

I made the last tax return out for the West Coast Distributors, the 
one we just finished in 1951. 

Mr. Scuacuner. Did you make out the partnership return for the 
Laurel Potteries? 

Mr. Anater. No. 

Mr. Scuacuner. You did not file on behalf of Laurel Potteries its 
partnership return for the year 1948? 

Mr. Anarter. That return was not filed, did you say? 

Mr. Scuacrner. I say, you did not make out that return and file it ? 

Mr. Anater. Is that a question or answer? 

Mr. Scuacuner. That is a question. 

Mr. Anarer. Oh, a question. 

The tax return was prepared by a public accountant each year since 
the inception. 

Mr. Scuacuner. Did you look it over? 

Mr. Anarer. I think so. I looked at the profit-and-loss statements 
each year. 

Mr. Scnacuner. Did you sign it on behalf of the partnership ? 

Mr. Anarter. I might have. In all probability I did. 

Mr. Scnacuner. And it was filed? 

Mr. Awnater. It was filed; to the best of my knowledge, it was filed. 

Mr. Scnacuner. Did that return not show that Mr. Lewis was to 
be credited with $43,000, approximately, in profits of the partnership? 

Mr. Anarter. I don’t know. I don’t remember that. I heard that 
yesterday, too. Whether that is right or not, I don’t know. 

Mr. Scuacuner. Have you seen that return recently ? 

Mr. Anarter. I haven’t seen the tax return since 1949. 

Mr. Scruacuner. Do you not remember that it showed some such 
figure as profit? 

Mr. Awnatrer. No. As I remember, Mr. Lewis didn’t have any 
profit from the Laurel Potteries Manufacturing Co. 

Mr. Scuacuner. That was not my question. 

My question was whether or not the partnership return so showed. 

Mr. Awarter. I don’t remember. 

Mr. Scnacuner. Mr. Anater, would your answers have been the 
same if I had addressed my question, instead of to the calendar year 
1948, to the fiscal year beginning on August 11, 1947, and ending on 
March 31, 1948? ‘ 

Mr. Anarer. Would the answer be the same, that I knew, or that 
I remembered that he had an income 

Mr. Scuacuner. $43,000, roughly, in profits chargeable to him. 

Mr. Anarter. I don’t remember that; no. 

Mr. Scuacuner, Will you please take a look at this and tell us 
whether you recognize your signature on it. 

Do not read from it. Just tell us whether you recognize your 
signature on it. 

Mr. Awnater. It is pretty close. Somebody could have copied it 
very easily. 

Mr. Scnacuner. Might you go so far as to say that it is your 
signature / 
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Mr. Anarer. I wouldn't say. That is a copy. But it looks like my 


signature, It is pretty close. 

“Mr. Scracuner. Look upward on that page, and does that refresh 
your recollection that you signed some such document ? 

Mr. Anarter. I see some figures on there, and I see it says my name 
on it. But I usually puta «p” in my name. But—— 

Mr. Scuacuner. Mr. Anater, you are not going to deny that that 
is a picture of your signature there ? 

Mr. Anater. You asked me for sure. You asked me for sure if it 
is. I said it looks like it. You want a positive statement. 

Mr. ScHacuner, We will take that statement. 

Now, take a look at what is above your signature there. 

Mr. Anarer. O. K. 

Mr. Scuacuner. Do you see $43,000, chargeable—— 

Mr. Anater. That is right, I see that here. 

Mr. ScHacuner. You see that? 

Mr. Anater. That is right. 

Mr. Scuacuner. According to this statement Mr. Lewis made 
approximately $43,000 on that transaction ; is that right ? 

Mr. Anarer. According to this statement he could have made that 
much. He could have made that much. 

Mr. Scuacuner. It is more than that he should have. According 
to that statement he did. 

Mr. Anater. Well, that is the question to be decided, whether he 
made it or not. 

Mr. Scuacuner. That is what the statement says over your 
signature. 

Mr. Anater. That is what the statement says. Whether it is true 
or not remains to be seen, because this tax return now is subject to an 
audit. 

And if you don’t mind my indulgence, this particular tax return, 
and our individual tax returns, are audited by revenue agents. We 
have given them until June 1953 to make a determination of who shall 
get what, as far as income is concerned, from this particular period 
of years. 

Mr. Scuacuner. Mr. Anater, will you read the statement to which 
you subscribed on that piece of paper there. Just read it out loud. 
That is this little printed statement above your signature. Let us 
hear that. 

Mr. Awnarter. It is pretty hard to read this copy. 

Mr. Scuacuner. Do the best you can. 

If you let me have it I will read it to you, and then tell me whether 
that is not what you signed : 


AFFIDAVIT 


I swear or affirm that this return, including any accompanying schedules and 
statements, have been examined by me, and to my best knowledge and belief 
is a true, correct, and complete return. 

Now, did you not sign that? 

Mr. Anarter. If you say so, I did. 

Mr. Scuacuner. Are you going to tell us now that maybe it is not 
true; maybe it was not correct? 
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Mr. Anater. That is right. The tax return is now going to be 
audited, according to the normal procedure of the Bureau of Internal 
Revenue. 

Mr. Scuacuner. According to what you knew then ? 

Mr. Anater. Do I understand that this is an audit of the tax re- 
turn? Are you making an audit of the tax return now? If you want 
to make an audit of the tax return and want to make a final determina- 
tion of liability, I will be happy to answer the question, but I don’t 
think that this is an audit of the tax return. 

Is that true? If we want to audit the tax return, fine and dandy. 

Mr. Scuacuner. Excuse me. I am somewhat confused. I cannot 
follow you. 

Mr. Anarter. I understand that you are attempting to—— 

Mr. Scuacuner. If you will just be quiet for one minute and 
listen to my question, I think you will be able to answer it. 

As a graduate lawyer and as an accountant you should, as a matter 
of fact, not have the slightest difficulty in answering it. 

Mr. Anater. But I would like to ask you this—— 

Mr. Scuacuner. If you will wait until I ask you a question, then 
we can take care later of your suggestions. 

Mr. Anater. All right; fine. 

Mr. Scuacuner. | am going to phrase my question, and you an- 
swer it. 

When you say here that Mr. George W. Lewis is entitled to roughly 
$43,000 in profits, did that not at the time represent your best knowl- 
edge and belief, and was that not at that time according to your infor- 
mation a true, correct, and complete statement ? 

Mr. Anarter. Well 

Mr. Scuacuner. Just answer “yes” or “no,” please. 

Mr. Anater. I am going to-—— 

Mr. Scuacuner. Could you not answer that? 

Mr. Anarter. No; I can’t answer that “yes” or “no.” 

Mr. Scuacuner. You mean you would have signed a tax return 
that was not true? 

Mr. Anarter. It is possibly necessary that I have to stand on my 
constitutional rights, that this tax return has not been audited, not 
to interpret the tax return. 

I would rather not make any statements regarding anyone else’s tax 
liability, or my tax liability. 

I think I have that privilege, standing on my constitutional rights. 
If you want to audit the return, and—— 


r. Scuacuner. If you will—— 
Mr. Anater (continuing). Make a determination of liability, if 


you can guarantee a final determination of liability on the subject 
matter of the return, I will agree to answer any questions on the 
point. 

Mr. Scnacuner. Mr. Anater, will you please not make any state- 
ments apart from answers to questions. 


Now, let us—— 
Mr. Anarer. Can I have the privilege of immunity under the 


Constitution to that question pertaining to income-tax returns? 
Mr. Scnacuner. We will get to that by and by. First 
Mr. Anater. I would rather answer it now, because it is pertaining 

to the particular point at the moment. 
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Mr. Scuacuner. Mr. Anater, will you please be quiet while I speak? 
Let us have that understood first. 

And the second thing is this. You have under the Constitution a 
privilege not to answer any questions the answers to which might in 
some way indicate that you have committed a crime. That privilege 
every person coming before this committee has. 

Now, if I should have asked you a question the answer to which 
might in some way tend to indicate that you have committed a crime, 
you have only to say so, and you need not answer the question. 

Mr. Anater. Now, let’s go back 

Bren Scuacuner. This was a statement, sir, nothing for you to argue 
about. 


Mr. Awnarter. I want you to elaborate on that statement. | 
think 

Mr. Scuacuner. Never mind about elaboration. 

Mr. Anater. I am not very smart. I have to get those things 
straight. 

Mr. Scnacuner. I think you have them very straight indeed. 

Now let us proceed from there. Have I asked you any question 
the answer to which might indicate that you have committed a crime, 
and do you wish to claim your constitutional privilege with regard to 
any question ¢ 

Mr. Anater. That is right, any question pertaining to a tax return 
filed, I want to claim immunity. 

Mr. Scnacnner. You mean you want to claim what? 

Mr. Anater. Immunity from answering the question. 

Mr. Scnacuner. There is no such thing as immunity. 

Mr. Anarer. What did you tell me? Repeat it again, if you may. 
You told me that—— 

Mr. Byrnes. I think it is perfectly clear, and I think you know what 
your rights are, that you have the right to refuse to answer in the 
event you feel that your answer might incriminate you. There is no 
such thing as immunity. 

Mr. Anarter. I refuse to answer, then. 

Is that what you mean, that I should tell him that I refuse to answer 
the question ? 

Mr. Byrnes. I am not telling you how you should answer. I am 
saying that you have the right to refuse to answer any question that 
will tend to incriminate you. 

Mr. Anarter. I want to exercise that right. 

Mr. Brrnes. Then do. 

Mr. Anarter. I want to exercise that right. 

Mr. Byrnes. I suggest that counsel ask the question. 

Mr. Anarer. He did ask the question. I know the question he 
asked about, and I want to exercise that right. 

Mr. ScuAcuner. You need not make any further statement. If the 
answer to any question which I am going to ask you, you feel tends to 
incriminate you, I will then in appropriate case ask the chairman to 
direct you to answer. 

If you press your claim and it should not be sustained, you may be 
subject to prosecution for contempt of this committee. 

Mr. Anarter. Yes. 

Mr. Scuacuner. If your claim of privilege is well taken, of course 
you may assert it. 
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Now, I return to my original question which is as follows: When 
you signed this return whic +h I have shown you, was it in your opinion 
a true, correct, and complete return ? 

Mr. Anarer. I refuse to answer that question. 

Mr. Scuacuner. On the ground that the answer might tend to 
incriminate you? 

Mr. Anater. That is right. 

Mr. Scnacuner. Mr. Chairman, I respectfully ask that the witness 
be directed to answer the question. 

Chairman Kine. Mr. Anater, I hereby direct you to answer the 
question. 

Mr. Anarer. You better ask the question again. 

Mr. Scuacuner. Mr. Reporter, will you please read it. 

(The question was read by the reporter. ) 

Mr. Anarer. Yes. 

Mr. Scuacuner. The answer to the question is yes; is that right? 

Mr. Anarter. That is right. 

Mr. Scuacuner. Tell me, were you before claiming in good faith 
your privilege from self-incrimination ? 

Mr. Anater. That is right, a the simple reason that 

Mr. Scuacuner. Do not explain that. 

Mr. Anater. Let’s skip it. ty hy ask the question if you don’t want 
me to explain it? 

Mr. Scuacuner. Let that go. 

Now, tell me, did you make out the income-tax return for the year 
1948 of Mr. Lewis? 

Mr. Anater. Right. 

Mr. Scuacuner. Did you include this $43,000 of gains of the 


Laurel Potteries ? 

Mr. Anarer. He didn’t have $43,000 in gains from the Laurel 
Potteries. 

Mr. Scuacuner. In other words, the statement here is not-—— 

Mr. Anarer. Correct. 

Mr. Scuacuner. True, correct or complete. 

Mr. Anater. The statement there doesn’t reflect his taxable income 
in Laurel Pottery for the particular year 

Mr. ScuAcuner. I didn’t ask that. I merely asked whether or not 
the statement here that he had received this $43,000: 

Mr. Awnater. He didn’t receive it, no. 

Mr. Scuacuner. Or that he had derived that amount of income? 

Mr. Anater. He didn’t derive that amount of income. 

Mr. Scuacuner. He did not? 

Mr. ANATER. No, he didn’t. 

Mr. Scuacuner. Then the statement is not true or correct or com- 
plete? 

Mr. Anater. The statement is true and correct to this extent. 

Mr. Scuacunenr. Is it complete? 

Mr. Anarter. No, there should be an explanatory statement with 
the return. 

Mr. Scuacnner. Then it is not complete. 

Mr. Anarter. It is complete enough for audit. It is complete 
enough for an audit. I think that return is perhaps more complete 
than a normal return you get from a partnership. It shows the correct 
net profit. The net profit on that tax return is absolutely right. 
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Mr. Scuacuner. What did it not show? 

_ Mr. Awnarter. It doesn’t show the proper distribution of the earn- 
ings. 

Mr. Scuacuner. Why does it not show the proper distribution of 
the earnings? 

Mr. Anater. Because the particular partnership business did not 
sustain and after a month or so, after the inception of the business, 
Mr. Lewis withdrew, and the surviving partners—how many partners 
are there, four on that return? Are there four partners on that re 
turn f 

Mr. Scuacuner. Yes. 

Mr. Anater. The income was attributable to the three partners, and 
he got nothing out of the profit, because in February or January it 
was determined that he wanted to get out of the business. He wanted 
his money back. So after considerable deliberation, it was decided 
that if he liquidated the business, he and everyone else would sustain a 
loss, so consequently we arranged that we would buy or give him 
back his capital investment, and that we would be entitled to «ll the 
earnings of this particular business for the period involved. So Mr. 
Lewis sold whatever interest he had to us, retroactive as of the date on 
which he acquired it. So he had no earnings from the Laurel Pottery 
Manufacturing Co. for the fiscal year August to March, or whatever 
that period is that you are talking about. 

Mr. Scuacuner. That is, the statement is false? 

Mr. Anater. That what, sir? 

Mr. Scuacuner. The statement is false. 

Mr. Anater. No, the statement is true. The net profit on that state- 
ment is correct. The net profit on that statement is absolutely correct. 

Mr. Scuacnner. George Lewis’ net profit ? 

Mr. Anater. No, the net profit of the Laurel Pottery Manufactur- 
ing Co. 

Mr. Scuacuner. Oh, yes, the dates are also correct, I know. 
we are talking only about George Lewis’ profit. 

Mr. Anater. His net profit in that return is not properly reflected, 
that is right. 

Mr. Scuacuner. It was false? 

Mr. Anater. No, it was not false. 

Mr. Scuacuner. It was not true. 

Mr. Anater. It was erroneously reported. It was a bookkeeping 


But 


entry. 

Mr. Scnacuner. It was a small error of $43,000? 

Mr. Anater. No. The tax was paid on the $43,000. The tax was 
paid on the entire net profit. 

Mr. Scuacuner. But the partnership paid the tax. 

Mr. Anater. No, the individuals paid the tax. 

Mr. Scuacnner. Who paid the tax on the $43,000? 

Mr. Anater. The tax on the $43,000 was paid by the people who 
are entitled to it. 

Mr. Scnacuner. Who were they? 

Mr. Anater. I was entitled to part of that. Laird was entitled to 
a part of it, and Riordan was entitled to a part of it. I may read to 
you, if I may. 

Mr. Scuacuner. No, you may not. 

Mr. Anater. I am sorry. This is larger print. I can read this. 
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Mr. Scuacuner. I think if the committee wishes information, it 
will ask for it. 

Mr. Anater. May we ask the committee if they want to find out 
under what theory this tax return was filed. 

Mr. Scuacuner. I don’t think that the committee is interested right 
now. 

Chairman Kine. At this time, Mr. Anater, I do not think we should 
have it. 

Mr. Byrnes. I would suggest that you might refer us to the citation 
just by citation. 

Mr. Anater. Fine. I might refer you to this document entitled, 
“Reflections of a Revenuer,” by Aubrey Marrs. 

Mr. Byrnes. That is not any law or anything like that. I thought 
you were going to cite us the law. 

Mr. Anater. This is law. 

Mr. Byrnes. Is that a section of the code you are referring to? 

Mr. Anarter. The section of the code I mentioned here, section 182 
(b), that is the section he is referring to, too, in the discussion. I beg 
your pardon. It is section 182 (c) of the Internal Revenue Code, and 
the interpretation of that section of the code is found on page 124 of 
“Reflections of a Revenuer” by Aubrey Marrs, who for many, many 
years-——— 

Mr. Byrnes. That isenough. We have the citation. 

Mr. Scuacuner. Now, roughly, Mr. Anater, what was George W. 
Lewis’ income for the year 1948 ? 

Mr. Anater. I don’t know whether 1 am—I will ask the chairman 
if 1 am entitled under the law to protect myself against divulging 
information regarding another individual’s tax returns. 

Mr. Scuacunek. You made out his tax return, did you not? 

Mr. Anarer. But it is personal. It is his personal tax return. 

Mr. ScuacHner. Yes, but he told you himself what his income was. 

Mr. Anater. But divulging somebody’s income, I think that is 
something that is pretty ticklish. I don’t want to have myself brought 
on a lawsuit by divulging confidential information regarding a par- 
ticular person's individual income, and I wish the chairman would 
enlighten me on that particular point. 

Mr. ScHacuner. You found out from him himself what his income 
was. 

Mr. Anarer. Right, he told me, and I put the figures on the tax 
return. 

Mr. Scuacuner. All right. You did not get them from the tax 
return. You put them on the tax return. 

Mr. Anarter. It is still his personal property; any individual tax 
return is his. 

Mr. Scuacuner. You can answer the question. 

Mr. Anarer. I don’t remember, sir, what it was. I don’t remember 
what his income was for the year. 

Mr. Scuacuner. Mr. Anater, surely you could have told us first 
you do not remember without worry about it—— 

Mr. Anarer. I could have guessed it, but I feel I shouldn’t even 
attempt to guess. 

Mr. Scuacuner. Try your best and give us an approximation. Was 
it several hundred thousand dollars ¢ 
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Mr. Anarer. The chairman has not answered my question yet, 
I may ask a question of him. 

Mr. HACHNER. You do not have to ask any questions. 

Mr. Anarer. You ask him the question. You asked him the ques- 
tion a little while ago whether I should 

Mr. Scuacuner. Mr. Anater, can you please address yourself to 
my question? If you need instructions about it, we will get to that. 

Mr. Anarer. I need instructions about it. I want to know 

Mr. Scuacuner. Just a minute, please. Let me formulate my ques- 
tion. Can you tell us this much: Was not Mr. Lewis’ income vastly 
bigger than yours? 

Mr. Anarer. You 

Mr. Scuacuner. Yes or no. 

Mr. Anarer. That is a big word, sir. His income was greater 
than mine. 

Mr. Scnacuner. Considerably greater ? 

Mr. Byrnes. Put it this way: He was in a higher bracket than you 
were; was he not / 

Mr. Anarer. That is good enough. He was in a higher bracket 
than I was. 

Mr. Scuacuner. If you paid taxes on this income, the Government 
did not get quite as much as if Lewis had paid it ¢ 

Mr. Anarer. If Rockefeller got it, the Government would not get 
as much. 

Mr. Scuacuner. Do not be funny. 

Mr. Anarer. | am not trying to be. 

Mr. Scuacuner. Please answer my question. 

Mr. AnaArer. He was not entitled to the money, so how can I re- 
port it? 

Mr. Scuacuner. Mr. Reporter. will you re-read my question ¢ 

( The question was read by the reporter as follows :) 

“If you paid taxes on this income, the Government did not get 
quite as much as if Lewis had paid it ?”) 

Mr. Scuacuner. What is your answer to that question, Mr. 
Anater ¢ 

Mr. Anarer. The answer is that it was my income. I had to pay 
atax. I had no alternative. 

Mr. Scuacuner. Mr. Reporter, could you please re-read the ques- 
tion again. Perhaps Mr. Anater will understand it better and answer 
it responsibly. 

(The question was read by the reporter as follows :) 

“If you paid taxes on this income, the Government did not get quite 
as much as if Lewis had paid it ?” 

Mr. Anater. No; I think you are wrong there, that the Govern- 
ment would have received less income than if it was reported on Mr. 
Lewis’ tax return. 

Mr. Byrnes. Let us get this straight here. You just testified that 
Mr. Lewis was in a higher bracket. 

Mr. Anater. Right. 

Mr. Byrnes. A higher bracket tax, than you? 

Mr. Anater. That is right. 

Mr. Byrnes. Therefore, any additional income, if it was put on 
to him rather than en to you, would bear a higher percentage rate, 
would it not ? 
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Mr. Anarer. If that was all that was happening, if that is all that 
happened, it would. 

Mr. Byrnes. That is the question. 

Mr. Anater. But if this income were put on his tax return, con- 
ceding it did not belong there, then—— 

Mr. Scuacuner. No, Mr. Anater; I do not think—— 

Mr. Anarter. Let me answer that question. Therefore, it would 
involve not only an ordinary loss, but it would involve a capital loss. 
Because he invested $100,000, he received back $100,000. Had we not 
appropriated the income the way we did, the business would have 
been sold, he would have lost $30,000 of the $100,000, and no one would 
have received any taxable income for the particular period. It was a 
dilemma which we were confronted with, and we had to adjust the 
entire business in order to realize the best out of it. If Mr. Lewis 
thought he was entitled to this, we would never have been able to sur- 
vive the business at all. He would have had a capital loss; no one 
would have had any income at all, whatsoever. 

Mr. Kran. On what date did he get back his $100,000? 

Mr. Anarer. It was in March some time, as I understand it. I am 
not exactly — 

Mr. Kean. And the fiscal year ended in March ? 

Mr. Anarer. No; the fiscal year ended August 31 or September 30 
of the year, and the business was just beginning to get started when 
he wanted to leave, so the fiscal year was never completed. The fiscal 
year in this business was never completed. It was a liquidation of 
the business. 

Mr. Kran. On March 31 the old partnership expired ¢ 

Mr. Anarer. That is mght. 

Mr. Kern. And then he got his $100,000 back at that time? 

Mr. Anater. That is right. 

Mr. Kean. And a new partnership started in on the first of April? 

Mr. Anater. That is right. sir. In other words—— 

Mr. Kean. And this return was a return for the three quarters of a 
year, not for a full year, from August 1 or August 31, whatever the 
date was, around until March 31, when he got his $100,000 back, and 
it was for that period for which this return that you signed estab- 
lished that Mr. Lewis was entitled to $43,000 ¢ 

Mr. Anater. That is right; approximately 5 months, sir. 

Mr. Kean. And the $100,000 was not returned to him until after 
the corporation had made all those earnings, so he did not get out 
of the partnership until after the thing was over and the $43,000 had 
belonged to him. 

Mr. Anater. No; it didn’t belong to him, sir. He didn’t get that. 

Mr. Kran. He may not have gotten it, but according to the return 
he was entitled to it. 

Mr. Awnarter. No: he wasn't. Let me tell you. This was not a 
business in which there was a cash operation of the business. This 
business was a sale of household dinnerware where the profit reflected 
on the books was inventory and accounts receivable. All of the profits 
were in inventory and accounts receivable. When you close the busi- 
ness out on the accrual basis, the inventory will sell for maybe 10 cents 
on the dollar. The profit reflected on this parinership return is re- 
flected in the inventory at its highest value. 
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Mr. Kean. Of a going concern. 

Mr. Anarter. That is right. 

Mr. Kean. It was a going concern / 

Mr. Anarer. Yes. 

Mr. Kean. And ordinarily when someone gets out of a going con 
cern, you do not liquidate it. It is a going concern, and they get 
their profits, and they get their capital back, “because it ev idently was 
a going concern which was extremely profitable. 

Mr. “ANATER. It stopped. 

Mr. Kean. Nobody thought of liquidating any corporation that 
with a moderate amount of ¢ -apital was earning that amount of money. 

Mr. Anarer. He wanted to get out of the business. He didn’t want 
to stay init. We were faced with a terrific problem. 

Mr. Kean. He has been out since / 

Mr. Anater. He has been out since. In fact, he never saw the busi- 
ness. He never saw the plant once. He invested his money, and he 
decided it was a bad deal because he had to go back east. He said he 
wanted to get out of here, “I want my money back.” so we stalled 
him off as long as we could in order to accumulate enough money—— 

Mr. Kean. He made 43 percent on his money. That does not seem 
to be a very bad deal. 

Mr. Anater. He didn’t make that. 

Mr. Kean. I would like to invest money and make 43 percent, even 
if I had to go back east. 

Mr. Anater. Give me a call and we will have to negotiate something 
like that. 

Mr. Kean. Go ahead. 

Mr. Anater. It is more complex than can be answered in a few 
words. 

Mr. Scuacuner. Indeed, is it not true, Mr. Anater, that it can- 
not be answered at all, either in few or many words? 

Mr. Anater. Oh, yes, it can, and it is going to be properly answered 
when the tax returns are audited, and if the auditor does not agree with 
us, we will take it to the technical staff; if they don’t agree, we will 
take it to the courts, and we will finally get the answer the way we think 
it should be. 

Mr. Scuacuner. And at each step making the same lucid explana- 
tion of the problem you have made here? 

Mr. ANater. You are asking me to talk here of events that have 
happened in 10 years, and on that particular occasion I will be ear- 
marked or pinned down to one item to discuss. You have all the 
papers in front of you, I have nothing. I can’t refer to any papers, 
you can all the time. I don’t think it is fair. 

Mr. Scnacuner. I will lend you the paper if you think it is going 
to help you. 

Mr. Anater. I don’t have to answer anything. I come by invitation. 

Mr. Scnacuner. Mr. Chairman, I don’t think I have any more 
questions of this witness. 

Mr. Byrnes. How did you figure, Mr. Anater, that you could get 
mixed up in all the business deals and still carry out your duties to 
the United States Government as an officer in the internal revenue 
collector’s office ? 

Mr. Anarer. As an officer of the internal revenue office, I always 
have maintained an excellent rating. ; 
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Mr. Byrnes. That does not answer my question as to what your rat- 
ing was. 

Mr. Anater. It does, because that is based on a number of questions, 
and among the questions are, “Are you devoting sufficient time to your 
business to justify that particular rating?” 

Mr. Byrnes. You were carrying on these businesses at the same time 
you were presumably working for the Government, were you not ? 

" Mr. Anarer. The statement that you say I was carrying on the 
business is a misunderstanding. If you would say that “You had in- 
vested in certain businesses,” then I would say you are probably right. 

Mr. Byrnes. Were you not doing more than just operating on an 
investment ¢ 

Mr. Anater. No more than you would by owning stocks and bonds, 
on a board, and occasionally look and go by the stockbroker’s house 
and see how your stock is for that particular morning, or buy a news- 
paper and look at it, or become interested in the particular industry in 
which you have invested money. 

Mr. Byrnes. Is it not a fact that you worked in some of these activi- 
ties during actual working hours of the Bureau of Internal Revenue? 

Mr. Anarer. I don’t think so. 

Mr. Byrnes. You do not think so? 

Mr. Anarer. No. 

Mr. Byrnes. Are you willing to deny that you did? 

Mr. Anarer. We have discussed that with the gentlemen the other 


day. 

Nir. Byrnes. I am discussing it with you here and now. 

Mr. Anarer. Fine. I think you are wrong. 

Mr. Byrnes. I want vou to tell me “Yes” or “No” whether you were 
working in some of these activities on Government time? 

Mr. Anater. No. I say “No.” My answer is “No.” 

Mr. Byrnes. Not during any of the working hours? 

Mr. Anatrer. No. The Government hours—you mean my Govern- 
ment hours, the Government hours on which I was on duty? 

Mr. Byrnes. What hours are you supposed to be on duty ? 

Mr. Anater. When I am not out for leave, you mean? 

Mr. Byrnes. Yes; what are your daily hours? 

Mr. Anater. The customary, it was then, 8 to 4:45 and an hour 
off for lunch. 

Mr. Byrnes. 8 to 12? 

Mr. Anater. § to 12. 

Mr. Byrnes. And 1 to when? 

Mr. Anarter. 4:45 or 5. 

Mr. Byrnes. It must be one or the other. Did you have that 
much 

Mr. Anater. Elasticity? Yes. 

Mr. Byrnes. Elasticity? 

Mr. Anarter. That is right. 

Mr. Byrnes. We will call it 4:45 then. 

Mr. Anater. That is right. 

Mr. Byrnes. Those are the hours you are supposed to be on duty, 
are you not? 

Mr. Anarer. That is right. 

Mr. Byrnes. Working for the Government? 

Mr. Awnarter. That is right. 
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Mr. Byrnes. You are paid to work those hours? 

Mr. Anater. That is right. 

Mr. Byrnes. What days, five days a week, Monday through Friday? 

Mr. Anater. Usually, but they had a period of time during the war 
we worked sometimes on Saturday and sometimes half a day on Satur- 
day. But of recent months, the recent years, the office hours—— 

Mr. Byrnes. Did you collect overtime for that, the Saturday time ? 

Mr. Anater. I think so. 

Mr. Byrnes. During the wartime? 

Mr. Anater. I think so. 

Mr. Byrnes. You know you did, do you not? 

Mr. Anarter. I don’t remember, but I suppose we did. 

Mr, Byrnes. You maintained that you never worked on these—— 

Mr. AnatTer. Projects. 

Mr. Byrnes. Projects, or had anything to do with them during 
those periods of time? 

Mr. Anater. I may have thought about them. 

Mr. Byrnes. You mean from the hours of 8 to12 and 1 to4: 45? 

Mr. Anater. I might have thought about it, but as far as actual 
work 

Mr. Byrnes. I mean being at the place of business. 

Mr. Anater. During lunchtime I stopped at the place several times. 

Mr. Byrnes. Between 12 and 1 o'clock ? 

Mr. Anarer. That is right, or on my way to Stockton I might have 
stopped there for 5 or 10 minutes. 

Mr. Byrnes. On your way to Stockton ? 

Mr. Anater. Right. 

Mr. Byrnes. You went down to Stockton on Government business? 


Mr. Anarter. I went to Stockton, Fresno, Visalia, Salinas, all the 
lower California towns, on Government business, that is right. 

Mr. Byrnes. And you would stop on the way ? 

Mr. AnArter. Occasionally. 

Mr. Byrnes. Would you charge that mileage up to the Government, 
or would you charge that up to the uy a that you worked for? 


Mr. Anater. I would charge it to the Government. 

Mr. Byrnes. Charge it to the Government? 

Mr. Anater. When I was on Government business, I charged it to 
the Government. 

Mr. Byrnes. But you were stopping on the way and carried on 
business at the business place ? 

Mr. Anarer. I stopped on the way and got gasoline, too, or any- 
thing else that might occur. 

Mr. Byrnes. I am talking about carrying on the outside business. 

Mr. Anarter. No, it is not carrying on the business. The business 
was carried on by itself. This business had a plant superintendent. 

Mr. Byrnes. Which one of these businesses would you stop at? 

Mr. Anarer. Any one. 

Mr. Byrnes. That you stopped at on some of these trips that you 
would make ? 

Mr. Awnarer. If I happened to be in Sacramento, I would stop at 
the medical building during the stay in Sacramento. 

Mr. Byrnes. What building? 

Mr. Awnater. The medical building. Don’t misunderstand me, 
though. Sometimes these stays in these communities lasted more 
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than Il day. It might have been 1 or 2 days ina town. While I was 
in town I would stop. Naturally, it would be silly not to stop there, 
because I had an investment in the business, so I stopped at the busi- 
ness, and saw what was going on. 

Mr. Byrnes. Always between the hours of 12 to 1 or after 4:45! 

Mr. Anarer. Or when I was on leave; that is right. 

Mr. Byrnes. What other business did you stop at that you had an 
interest in? 

Mr. Anarer. That I had an interest in? When I had the interest 
in the Holland Frozen Food, I used to stop there. 

Mr. Byrnes. You never stopped there during the regular working 
hours of 8 to 12 and 1 to 4:45? 

Mr. Anarter. No; I had nothing to say there. I was a limited 
partner. 

Mr. Byrnes. You were what? 

Mr. Anarer. I was a limited partner. I had nothing to say there 
anvhow. 

Mr. Byrnes. But you never stopped in that place and spent any 
time between the hours of 8 to 12 and 1 to 4: 45? 

Mr. Anarter. That is right. 

Mr. Byrnes. Never? 

Mr. Anater. That is right. 

Mr. Byrnes. What is another one? 

Mr. Anarer. I can’t think of any other business that might be 
involved. 

Mr. Byrnes. What about this pottery? 

Mr. Anarer. That is the one you are talking about. 

Mr. Byrnes. I thought we were just talking about frozen foods. 

Mr. Anatrer. No; we were talking about the pottery before. If you 
are talking about the packing shed, the answer is the same there. 

Mr. Byrnes. And at none of these places 

Mr. Anater. Did I spend any time? 

Mr. Byrnes. Did you ever spend any time ? 

Mr. Anarer. Any appreciable amount of time while on Govern- 
ment business or Government time; that is right. 

Mr. Byrnes. You never worked during Government time at those 
places ? 

Mr. Anater. Any appreciable amount of time. 

Mr. Byrnes. What do you mean by appreciable? 

Mr. Anater. Anything more than a casual visit. 

Mr. Byrnes. How long could a casual visit be in your judgment? 

Mr. Anater. Oh, maybe 10 or 15 minutes at the most, 20 minutes; 
10 or 15 minutes is casual. 

Mr. Byrnes. You never spent any more than 15 minutes 

Mr. Anater. On Government time. 

Mr. Byrnes. At any of these places? 

Mr. Anarer. That is right. 

Mr. Byrnes. Were you familiar, Mr. Anater, with the Bureau of 
Internal Revenue regulations and instructions to employees, and rule 
26 and rule 45? 

Mr. Anater. The numbers don’t mean anything to me. 

Mr. Byrnes. Of the outside activities of Bureau personnel ? 

Mr. Anarer. I understand the technicality there. My instructions 
are to this effect, that Government employees shall not engage in out- 
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side activities in which there is a direct connection with the liquor, 
tobacco, or illegal business, or accounting business. Those are the 
restrictions that are made in the Internal Revenue field procedure. 

Mr. Byrnes. You were doing some accounting work; were you not? 

Mr. Anater. No. 

Mr. Byrnes. What about the income-tax returns we were discussing ? 

Mr. Anater. That is after I left. 

Mr. Byrnes. You made no income-tax returns prior to—— 

Mr. Anater. July 9. 

Mr. Byrnes. July of 1951? 

Mr. Anarer. That is right. The other tax returns were made out 
by certified public accountants or accountants engaged for that par- 
ticular purpose. 

Mr. Byrnes. This return that you said you made out for Mr. Lewis? 

Mr. Anarer. Those are not tax returns that I am involved in. I 
made out tax returns for individuals, but tax returns in which others 
are interested in net profits, those tax returns were prepared by ac- 
countants that handled the business for the companies. Individual 
returns like your return or anybody else’s return, if you asked me to 
make out your return right now, I said, “I would be happy to make it 
out for you; let’s go in the other room,” and I would write it out for 
you, and we did that each year. 

Mr. Byrnes. Is that the basic way you made out Mr. Lewis’ return? 

Mr. Anater. That is right. 

Mr. Byrnes. And this return of this partnership and the involve- 
ment of this question of the income as to where it should go, whether 
it should be put in your income-tax return or Mr. Lewis’ income-tax 
return, that was not a business operation ? 

Mr. Anater. No; that, as I say, is going to be decided by the revenue 
agents, because they are auditing that return now. I think they are 
very competent. They do a fine job of it. 

Mr. Kean. With reference to that pottery company ? 

Mr. Anater. Yes, sir. 

Mr. Kean. Who ran the company? There were four of you part- 
ners. Did any of you know anything about the pottery business ’ 

Mr. Anater. Nothing, sir. 

Mr. Kean. You hired a man that was an expert in the pottery 
business, and paid him a salary to run it for you ? 

Mr. Anarer. That is right. 

Mr. Kean. And all you did was produce the capital ? 

Mr. Anater. The superintendent received a stipulated salary plus 
a percentage of the net profit, and the office manager received a stipu- 
lated salary, and then the superintendent had the right to hire and 
fire all the personnel. He had the control over the pattern and the 
destiny of the industry, and the office manager took care of all the 
fiscal part of it, the certified public accountant took the office force in 
order, and the sales organization took care of the sales. It was a 
nice little arrangement. 

Mr. Kean. I think it was a pretty nice arrangement for you where 
you borrowed the money and got all these profits without putting up 
any money. 

Mr. Anater. Well, I paid it back. It is hard to do. I have nothing 
left of it. After you pay the money back and pay income tax, you have 
nothing left. 
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Mr. Kean. Did the other partners put up money outside of Mr. 
Lewis, or did they borrow money, too ¢ 

Mr. Anater. They borrowed money, too, I am sure. 

Mr. Kean. Mr. Lewis put up the entire capital 

Mr. Anarter. $100,000, and got it all back. 

Mr. Kean. Was the capital in the firm only $100,000, or was it Mr. 
Lewis’ $100,000-——— 

Mr. Anater. No. 

Mr. Kean. Plus $12,000 from each one of you? 

Mr. Anater. No; we bought the business for $40,000, and then we 
bought the inventory for $25,000 and had $40,000 working capital, or 
$35,000 working capital. The total was $100,000. So there are no 
liabilities. 

Mr. Kean. So Mr. Lewis put up all money, and each one of you 
borrowed money from him and you repaid it to Mr. Lewis at the 
time the $100,000 went back, or did you repay it before that? 

Mr. Anater. No. At that time, we borrowed $40,000, and we sold 
an interest in the business for $40,000, and we took $10,000 out of 
the operating capital. 

Mr. Kran. So until Mr. Lewis decided that he wanted to get out 
of the business, he had no money to pay back to him ¢ 

Mr. Anarer. That is right. He decided right away he wanted to 
get out of the business. 

Mr. Kean. You mean he decided right away before he went in? 

Mr. Anater. No; after he was in it, after a while. 

Mr. Kean. After a few weeks? 

Mr. Anater. Yes; the actual situation was this, that he had retired 
from business in the East, and his former associate had passed away, 
and he was required to go back East to go back to work again, and 
when that decision came, he wanted to get out of the pottery business. 

Mr. Kean. Who was the fellow that found this very remunerative 
company? Was it one of the four partners ¢ 

Mr. Anater. The fellow that found it was Riordan. He was a 
salesman for dinnerware during the First World War, and he found 
this particular activity. 

Mr. Kean. I think he was perhaps entitled to get a good thing 
out of it. 

Mr. Anater. He has got it now. He had nothing to back him up, 
but he is probably in control of the whole thing now. 

Mr. Byrnes. Did you ever receive a salary from any of these bus- 
inesses in which you were interested ? 

Mr. Anater. When the business was a corporation 

Mr. Byrnes. You had about 10 different businesses between 1945 
and 1951 in which you had acquired some kind of an interest, had 
you not? 

Mr. Anater. I had 10 different investments during those years. 
That is substantially correct, sir. 

Mr. Byrnes. In any of those were you paid a salary at any period 
of time? 

Mr. Anarer. I explained to the gentleman here that in the Laird 
Medical Building I received a salary for the first 9 months of $50 a 
week, and then for the balance of the year $25 a week, and then I 
received a salary from the pottery during the period of the incorpora- 
tion for $120 a week. 
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Mr. Byrnes. During what period was that? 

Mr. Anarer. That was after we dissolved the partnership. 

Mr. Byrnes. That was prior to June of 1951, was it not? 

Mr. Anater. What of 1951? 

Mr. Byrnes. It was prior to June of 1951 that you were being 
paid this salary by the pottery company ¢ 

Mr. Anater. That is right. 

Mr. Byrnes. And you were working for the Government at that 
time ¢ 

Mr. Anarer. That is absolutely right. 

Mr. Byrnes. What other ones did you get a salary from? 

Mr. Anarer. I received a salary from L. K. Houk Distributors, 
Inc., in 1950. 

Mr. Byrnes. What was that salary / 

Mr. Anarter. That was $5,000, something like that. 

Mr. Byrnes. $5,000 a year? 

Mr. Anarter. It was $5,000 for 1950. This year I received $700. 

Mr. Byrnes. Was that on a weekly basis or annual basis that you 
were paid that salary? 

Mr. Anarer. This was on an annual basis, sir. As I say, that 
business there is a short business, a 3 months period. 

Mr. Byrnes. And you received $5,000 as salary ¢ 

Mr. Anarter. That is right. 

Mr. Byrnes. What other one? 

Mr. Anarer. You have that Pacific Bal there some place. 

Mr. Byrnes. What? 

Mr. Anarer. Pacific Bal, B-a-l. 

Mr. Byrnes. Yes. 

Mr. Anater. $50 a week. 

Mr. Byrnes. Any others? 

Mr. Anater. I can’t think of any others; no. 

Mr. Byrnes. It is your contention that you never performed any 
service during the working hours for those companies in order to 
be entitled to that salary ? 

Mr. Anater. That is right. 

Mr. Byrnes. What were they paying you the salary for, if you 
were not performing any service? 

Mr. Anarer. Well, the business earned the money, like I told the 
gentleman a little while ago, and you must give the money to some- 
body that is in the business. There is no use giving it to a stranger, 
so they gave it to me. 

Mr. Byrnes. But you admit that you did not perform any service 
for the so-called salary ? 

Mr. Anarer. No, I didn’t say that. You asked me if I performed 
the services during the Government hours. 

Mr. Byrnes. All right. What is your answer to that? 

Mr. Anater. I said “No.” 

Mr. Byrnes. Absolutely no? 

Mr. Anater. No; that is right. 

Mr. Byrnes. You never did? 

Mr. Anarter. That is right. You asked me that before. We talked 
about that before. 

Mr. Byrnes. I just want to make sure. 

Mr. Anater. The answer is still the same. 
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Mr. Byrnes. That is, there is no question about it ? 
Mr. Anater. No, you got the right answer. 
Mr. Byrnes. How much service would you perform for these 


concerns outside of the general working hours of Bureau employ- 


ees ¢ 

Mr. Anarter. Not very much. 

Mr. Byrnes. Not very much? 

Mr. Anarter. No. 

Mr. Byrnes. How much time would you spend on all of them to- 
gether in any one week ¢ 

Mr. Anarer. Not as much time as I spent here in a normal week. 

Mr. Byrnes. That does not answer the question. 

Mr. Anarter. I have been here since 3:30. I wouldn’t spend 3 
hours a week, 

Mr. Byrnes. Three hours a week ¢ 

Mr. Awarter. I wouldn't; no. 

Mr. Byrnes. There was not any question, I suppose, in your mind 
that these people wanted you interested in their concerns, and were 
willing to pay you a salary for which you performed very little serv- 
ee 

Mr. Anarter. I think you have a misconception, sir. I was part of 
the business. They were all part of the business. If you look at 
the—— 

Mr. Byrnes. Without making any investment in many of them? 

Mr. Anarer. I made investments in all of them. 

Mr. Byrnes. Furnished capital 

Mr. Anarter. That is right. 

Mr. Byrnes. What about Laurel Pottery of California? Did you 
ever contribute capital to that? 

Mr. Anarer. That didn’t require any capital. 

Mr. Byrnes. You get an interest in these businesses without even 
having to put in capital ¢ 

Mr. Anarer. It was stric tly a sales organization, just like two people 
getting together to form a sales organization, with commissions. In 
this particular case that is what happened. 

Mr. Byrnes. You must have had to perform some service for them, 
did you not? 


Mr. Anater. No, not at all. 
The Laurel Potteries of California was affiliated with the Laurel 


Potteries Manufacturing Co., and they received a commission for sales 
made in behalf of the manufacturing company, and those commis- 
sions were split among the people that were involved in the business. 

Mr. Byrnes. What about the West Coast Produce Distributors, you 
did not invest any money in there, did you ? 

Mr. Anarer. $1,500. 

Mr. Byrnes. Did you actually pay $1,500 in there ? 

Mr. Anarter. Right. 

I got it back. I think I can get that canceled check for you. That 
thing came up several times. This gentleman asked me about it the 
other day, too, two or three times. 

I said, yes, I put the $1,500 in there. 

The check was cashed and subsequently the company, when they 
started business, gave me $1,500 back, because all the operating capital 
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required for that particular business was borrowed from the bank. 
I was a limited partner in the West Coast Produce Distributors. 

Incidentally, [ made a mistake in that the other day. Mr. Berman, 
here, I might call your attention to the fact that you asked me a ques- 
tion as to West Coast Produce Distributors, the income in 1947 and 
1948. You indicated that I should have reported that on my 1948 tax 
return, and I want to call your attention to the fact that the West Coast 
Produce Distributors terminated in December 1947, and consequently 
the income was properly reported. It didn’t continue until the year 
1948, although the original intention was to have a fiscal year continue 
through 1948, so you ean correct the record to that effect, and that will 
be correct. 

Mr. Byrnes. On what basis did they give you back the $1,500, Mr. 
Anater / 

Mr. Anarer. They borrowed from the bank. That is the business 
I was telling you about. It is only a 60- or 90-day transaction, and 
when the business starts within a short period of time there is suffi- 
cient money coming in from the sales to take care of the operating 

capital. ¢ ‘onsequent ly we get our money back within a period of 30 
days after we start. 

Mr. Byrnes. You got a 10 percent interest in that business, I under- 
stand. 

Mr. ANater. Ten percent is approximately right. I think that is 
right ; 10 percent limited profit, sir. 

Mr. Byrnes. And all you did was—— 

Mr. Anarer. Contribute $1,500. 

Mr. Byrnes. For a period of 30 days? 

Mr. Anater. Right. 

Mr. Byrnes. For how long did they have your money ? 

Mr. Anarer. I don’t remember how long they had it. I think it 
might have been longer than that, because the business was organized 
before the season started, and just about the time the season got ready 
to start, why, they financed the transaction from the bank. 

Mr. Byrnes. Did they ever in fact cash that check? Did they not 
just return the check to you and tell you that it was not necessary for 
you to make an investment? Did they not just give you a 10-percent 
interest ? 

Mr. Anater. No, as I recall, the check was cashed, and I think I 
remember that the signature on the returned check was that of one 
of the general partners. 

Mr. Byrnes. In effect you did not contribute anything to this 
concern, did you ? 

Mr. Anarter. $1,500. In other words, I contributed $1,500 in cash. 
And furthermore, if this transaction resulted in a loss for the particu- 
lar year—as I say, it is a 90-day transaction—my estate would be 
liable for $1,500 of debts of the company. 

Mr. Byrnes. How? Did you have a contract with them? 

Mr. ANnater. Sure, we had an agreement. It is filed in the county 
recorder’s office in Merced. 

Mr. Byrnes. That you were to bear responsibility of $1,500? 

Mr. Anater. That is right. 

Mr. Byrnes. Did these people in fact tell you that they did not want 
you to invest any money in the concern ? 

Mr. Anater. No. 
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Mr. Byrnes. And therefore return the amount of your check to 
you ¢ ; 

Mr. Anater. No, that is not right. They wouldn't have taken it 
if they didn’t want me to invest any money in it. 

Mr. Byrnes. Let me read, Mr. Anater, from some proceedings 
before a member of the staff of this committee on February 16, when 
you were asked by Mr. Berman of this commiittee’s staff certain ques- 
tions and you made certain answers. 

Mr. Anarter. That is right. 

Mr. Byrnes. These questions are in relationship to your interest 
in the West Coast Produce Distributors? 

Mr. Anarer. That is right. 

Mr. Byrnes. Were these questions asked, and did you make these 
answers: 

Mr. BERMAN. You did contribute $1,500? 

Mr. ANATER. But they gave it back. 

Mr. BerMAN. In effect you didn’t contribute anything? 

Mr. ANaTeR. That is right. 

Did you make—— 

Mr. Anater. No; I didn’t tell him that. 

Mr. Byrnes. Did you make that statement and make that answer? 

Mr. Anarter. I think, if you will recall, I made the same statement 
as shown here. I gave the $1,500. 

Mr. Byrnes. This is a transcript of the testimony that was made at 
that time. 

Mr. Anarer. That is right. 

Mr. Byrnes. Do you deny now that you made that answer? 

Mr. Anater. The correct answer, sir, is that I paid $1,500, and that 
subsequently I received $1,500 back. And I told Mr. Berman that at 
the time. He contended that my participation in that particular 
enterprise was that of a gift. 

I said, “I can’t agree with you,” and—— 

Mr. Byrnes. You do not have to go into all your conversation. I 
just want to find out whether this transcript is accurate. 

Mr. Anater. The transcript is not accurate when it doesn’t con- 
form with this statement I have just made. 

Mr. Byrnes. Were these questions asked, and did you make these 
answers : 

Mr. BerMAN. And you performed no function, but you were given a 10 percent 
interest in the business? 

Mr. ANaATER. That is right. 

Did you make that answer to that question ? 

Mr. Anarter. That is right. 

You know, a limited partner in a limited partnership has no voice 
in the activities of the business, and this business here lasted, I think, 
3 months. 

You can correct your figures to the effect that that is a 1947 trans- 
action, completed in 1947. It didn’t endure in 1948. 

Mr. Byrnes. And none of these people with whom you had all of 
these business relationships had any matters before the Internal Rev- 
enue Bureau ? 

Mr. Anarter. That is right. 

Mr. Byrnes. At any time? 
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Mr. Anater. Oh, I don’t know. I didn’t go into their 

Mr. Byrnes. At any time that you were associated with them? 

Mr. Anarer. To my knowledge they had no trouble with the In- 
ternal Revenue, that is right. To my knowledge they had no business 
whatsoever of any complexity that would involve any concern. 

Mr. Byrnes. + they could have had, could they not’ 

Mr. Anarer. I didn’t check into it. I didn’t check into the personal 
files. 

Mr. Byrnes. And you did not think that you were under obligation, 
for instance, in this case, to Mr. Lewis and these other people, who 
gave you interests in businesses for little or no contribution on your 
part ? a 

Mr. Anarer. They were not those kind of people. They were 
gentlemen. 

Mr. Byrnes. You do not think that the set of facts as they devel- 
oped out of your operations and contact with these people in any 
way would influence your judgment in the handling of any affairs as 
a representative of the Bureau of Internal Revenue / 

Mr. Anater. No, I didn’t handle those kind of affairs. I didn’t 
handle those kind of affairs. My business was different. I was admin- 
istrative officer, and those affairs that you are thinking about are 
handled by another section. 

For instance, from what I gathered, their income was sufficiently 
large to come under the category of revenue agents’ tax problem. 

I worked in the collector’s office. 

Mr. Byrnes. And you never exerted an influence at any time on 
the handling of any tax returns that were filed ? 

Mr. Anarer. I suggested a matter of collection of one of the taxes 
involving Mr. Reardon. He didn’t have any money, so I suggested 
to the effect that he get whatever he can, “and I will help you get it,’ 
from whatever each balance there might be in the Laurel Potteries. 

And I think that we were able to extract $1,600 or so, from what 
J gathered the other day, from the account there. And subsequently 
that particular case was referred to San Francisco, where the taxpayer 
resided, and the balance of the tax was collected here. 

That is the only time that I know of that one of my partners or 
business associates was ever connected with a tax difficulty. 

Mr. Byrnes. And you suggested at that time that there was not 
any particular need of an audit, too, did you not, because he did 
not have any particular money? Is that what you said? 

Mr. Anarer. No, no. We couldn't audit the tax return. It wasn’t 
within the prerogatives of the collector’s office to adit the tax return. 
We don’t make those decisions. 

Mr. Byrnes. You do in part, do you not, as to whether you refer 
them over to an agent for auditing ¢ 

Mr. Anater. No. If you were desirous of looking at a tax return— 
for instance, if I felt that your tax return wasn’t right, I would 
suggest that it be pulled and referred to one of the deputy collectors, 
and they would make an audit of the tax return. 

Mr. Byrnes. You certainly did not do that in this case, did you? 

Mr. Anarter. No, it wasn’t necessary. It wasn’t necessary, because 
this was a matter of payment of the tax, because it was not a matter 
of the determination of liability. 
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Mr. Byrnes. That is all for now, Mr. Chairman. 

Mr. Scuacuner. Mr. Anater, that friendship with Mr. Lewis was 
quite profitable to you, was it not? 

Mr. Anater. I don’t think so. I am broke now. I got $600 in 
the bank. 

Mr. Scuacuner. You mean it was not profitable enough? 

Mr. Anarer. In what way are you talking about? Any friendship 
is profitable if 

Mr. Scnacuner. Apart from the spiritual values of friendship, 
you also got a good deal of money out of it, and you made money right 
and left, on money loaned you by him. Let us not kid around about it. 

Mr. Anater. I am not kidding you, and you are not kidding me. 
And you don’t need to shout at me, neither. That doesn’t do any 
good. You won't get your answers that way. 

But if you want an answer, if the question is appropriate, I will be 

very happy to answer it for you. 

Mr. Scuacuner. Mr. Anater, let us understand this. Whether you 
are happy or not about answering the questions, if they are proper 
questions, kindly answer them. 

Mr. Anater. Who is to determine that? 

Chairman Kine. I will determine that. 

Mr. Anarer. All right, fine. 

Mr. Scnacuner. I will rephrase it. This has been quite a profit- 
able friendship, has it not? 

Now, answer that yes or no. 

Mr. Anater. Is the question proper, Your Honor? 

Chairman Krve. It is not an improper question. 

Mr. Anater. Will you repeat it, please ¢ 

Mr. Scuacuner. Mr. Reporter, will you read it. 

(The question was read by the reporter.) 

Mr. Anater. No, no,—— 

Mr. ScHacuner. You have answered the question. Thank you. 

Mr. Anater. Good. 

Mr. Scuacuner. You mentioned before some businesses of Mr. 
Lewis. Have you ever heard that Mr. Lewis was a professional 
gambler? 

Mr. Anater. No. Is he? 

Mr. Scnacuner. Did you ever include in his return any income 
from professional gambling activities? 

Mr. Anarer. He made two bets one time, and won some money. 

Mr. Scoacnner. What do you call “some money”? 

Mr. Anarter. Can we limit to and including the two bets on his tax 
return, the winnings on two bets? 

That was extremely unusual. I never saw any other tax returns, 
and I have been in the Bureau for 18 years, of anybody putting any 
winnings from bets on income tax returns. 

Mr. Scuacuner. You have never heard that Mr. Lewis was a pro- 
fessional gambler? 

Mr. Anater. No; but he did include those two bets, winnings, on 
his income tax return. 

Mr. Scuacuner. Two bets would not make a man a professional 
gambler. That is all you ever heard about ? 

Mr. Anater. Those two bets: that is right. 
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Mr. Scuacuner. You never did hear that he was a gambler? 
Mr. Anater. Not 
Mr. ScHacuNner. 

gambler / 
He might have told me he did a 


Mr. Anater. I don’t think so. 
little gambling once in a while. Those two times that he had won he 


any more than anybody else is. 
Nobody told you that he was a _ professional 


put on his tax return. 
Mr. Scuacuner. That is all I have, Mr. Chairman. 


Chairman Kine. You may be excused, Mr. Anater. 

Mr. Anarer. Thank you, sir. 

Chairman Kine. The committee will meet again at 10:30 a. m 
tomorrow morning. For the benefit of the gentlemen of the press, 
we have not determined who the witness will be at 10: 30. 

The committee is now adjourned. 

(Thereupon, at 6:30 p. m., a recess was taken until Wednesday, 


February 20, 1952, at 10:30 a. m.) 
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WEDNESDAY, FEBRUARY 20, 1952 


Howse or RepreseNnTATIVES, 
SUBCOMMITTEE ON ADMINISTRATION 
OF THE INTERNAL REvENvE Laws or 
CoMMITTEE ON Ways AND MEANs, 
San Francisco, Calif. 

The subcommittee met, pursuant to recess, at 11 a. m., in room 276, 
Main Post Office Building, San Francisco, Calif., Hon. Cecil R. King, 
chairman of the subcommittee, presiding. 

Present: Representatives King, Kean, and Byrnes. 

Present also: Adrian W. DeWind, chief counsel; Bruno Schachner, 
special counsel; Donald Schapiro, assistant counsel; John E. Tobin, 
assistant counsel; and William A. Silk. 

Chairman Kine. Mr. Frank, will you come forward, please ¢ 

You have been previously sworn, Mr. Frank. 

Mr. Frank. Yes, sir. 

Chairman Kine. Be seated, please, and make yourself comfortable. 


TESTIMONY OF WILLIAM E. FRANK, SPECIAL AGENT IN CHARGE, 
SEATTLE DISTRICT, INTELLIGENCE DIVISION, BUREAU OF 
INTERNAL REVENUE—Resumed 


Mr. Scnacuner. Mr. Frank, you have been the first witness before 
this committee, and you have given us a general picture of the San 
Francisco situation. Since the time you appeared before us, the com- 
mittee has listened to a good deal of other testimony, and has seen 
many situations. Can you enlighten us in the light of what has been 
seen here just what cone lusions - you have come to on the basis of the 
hearings we have had ? 

Mr. Frank. Sir, I am not prepared to comment on the testimony 
of the various witnesses that have appeared before the committee. 

I haven’t had a chance to review the transcript, and I was not pres- 
ent at all the hearings. I know generally from the newspaper ac- 
counts and my agents who have been in and out of the hearing here 
what has transpired, but to attempt to arrive at general conclusions 
based on the hearings, I doubt if I would be qualified. If you would 
ask me specific questions with respect to any parts of it, I will try to 
give you my opinion thereon. 

Mr. Scuacuner. Beginning with the matter which has agitated the 
community a good deal, these allegations that were originally made by 
Mr. Doolan, what is your impression about these? Have they been 
horne out by the evidence ? 
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Mr. Frank. I believe I would go back to the statement that I made 
at the opening of the hearings. When I testified at that time, I 
believe I stated at that time what my general opinion was, and I be- 
lieve it is the same, namely, that there were some of the allegations that 
in substance were true. There were some that were partly true. 
There were some that were, I believe, entirely incorrect and erroneous, 
and the over-all picture I had from our investigation of it, which has 
not been changed by the hearings, is to most of the allegations there 
was not substance. 

Mr. Scuacuner. Would you say, however, that the allegations at 
least presented material for inv estigation ? 

Mr. Franx. Undoubtedly so. We spent the better part of 2 months 
with quite a number of agents investigating those allegations, and as 
a result some actions were taken which, although they were not part of 
the allegations, did result in, I believe, uncovering matters that I be- 
lieve should be uncovered. 

Mr. Scnacuner. Insofar as the investigation revealed improprieties 
or irregularities in the conduct of the collector’s office of the Buttes 
of Internal Revenue here, could you assure us that steps have been 
taken to make these irregularities impossible in the future ‘ 

Mr. Franx. I would say that-from the viewpoint of the Intelligence 
Division, we have carried out our orders mainly which were given to 
us when we were assigned here. The six spec -ifie individuals that we 
received case jackets on, we made investigation of them, and each 
one of the six we have found what we believe to be sufficient evidence 
to recommend their dismissal from the service. 

Our recommendations in each one of the six mstances have been 
carried out by the Bureau, and they have been dismissed from the 
service. We were instructed to submit evidence and reports to the 
grand jury, to various grand juries, which we did, and indictments 
have been found based upon the evidence which was submitted to the 
grand juries. I think it remains to the court to say whether that evi- 
dence is sufficient to sustain convictions. 

We have endeavored to investigate any and all allegations or com- 
plaints of misconduct, and to try to correct those specific allegations. 
I believe that they will continue to crop up from time to time, because 
in any organization of any size you will have incidents like that 
occurring and recurring, but I believe the Inspection Service that has 
been set up by the Bureau will perhaps take care of that better in the 
future than we have in some instances in the past. 

I believe the supervisors who have come in from the outside have 
made a very detailed audit of the collector’s office, and from what I 
know I believe the »y have straightened out the office very well. I be- 
lieve the new supervisors that have been put in there, the new Acting 
Collector Masarik, will do a good job to keep the office running prop- 
erly there. I feel that the Bureau has done everything it possibly 
could to correct the situation that had developed here in the collector's 
office in San Francisco over a period of years, and I think they will 
endeavor in the future to keep it in a better working condition. 

Mr. Kean. You do not mean by that that they have done that over 
a period of years? 

Mr. Frank. No; I meant to say that it developed over a period of 
years and that they have taken steps, I believe, since last 
September—— 
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Mr. Kean. At long last the Department has done something about 
it. 

Mr. Frank. Well, I could not—I know, Mr. Kean, that throughout 
the years we always have hit at what we thought was corruption in 
the Bureau. We have tried to keep the Bureau as clean as we possibly 
could, and I think you will find the record of personnel cases all over 
the United States, and also in the San Francisco area, that we did get 
convictions for bribery, embezzlement, and extortion wherever we 
could, and if it was not sufficient, I believe steps now have been taken, 
particularly your committee has made recommendations to the Bureau 
which they have followed, which perhaps in the future will give us a 
more effective means of controlling these situations. 

Mr. Kean. With reference to the Doolan letter to Senator Tobey, 
that portion of the letter that discusses this chain of command which 
I believe two of the Government witnesses testified was entirely true 
was not anything that you looked into at all? 

Mr. Frank. No, sir. We were not concerned with how the matter 
developed, or what was the political background or any other reason 
for it. My assignment was to find specific evidence upon which we 
could base recommendations for disciplinary action. The men were 
suspended ; something had to be done. They either had to be exoner- 
ated or dismissed, and my particular job was to find evidence, if there 
was any there, upon which the Bureau could take action. And we 
devoted ourselves to that. 

We also devoted ourselves to evidence which could be taken before 
a grand jury with a view to criminal action. My squad devoted prac- 
tically no time to going into the mechanies of the collector’s office, or 
into the causes from which the matter grew up. 

Mr. Kean. I believe two of the Government witnesses testified—— 

Mr. Frank. The supervisor, Stikeleather, and Mr. McKenney, also 
supervisor. 

Mr. Kean. Both testified that that portion of the Doolan letter was 
entirely correct. Of course, you say that about 50 percent of the 
allegations were either correct or led to situations where evil was 
found ¢ 

Mr. Frank. I don’t believe I said 50 percent. 

Mr. Kean. You did not Say 50 percent, but I gathered that 
about——— 

Mr. Frank. No, sir. If you would ask me for a percentage, I would 
say that they were about 75 percent inaccurate and incorrect in sub- 
stance, 

Mr. Kean. Besides that, some of them, by calling attention to cer- 
tain people in the Department, did lead you to look into things further 
and you found other things that were not alleged, but evils that you 
found involved persons or situations mentioned in the Doolan letter? 

Mr. Frank. Yes, sir. I believe the Christman case is an illustra- 
tion of that, although we didn’t do it. Mr. Davies’ office made that 
investigation. I believe the original allegation contained in the Tobey 
letter in substance was incorrect, but the investigation resulted in 
finding that there was sufficient evidence upon which an indictment 
was subsequently found. 

Mr. Kran. The Doolan letter certainly showed to some extent the 
general atmosphere of what the collector's office was. 
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Mr. Frank. I believe it could be stated without much fear of con 
tradiction that the Doolan letter stirred up quite a bit of controversy. 
It resulted in the grand-jury inquiry, and it resulted in our being 
assigned here, and I believe it stirred things up. However, being a 
Bureau man from away back, I feel that it should have been prese nted 
by him to the Intelligence Unit, and let us have a chance to investigate 
it, and do it in the due process of our regular investigations, and I 
think we would have in time cleaned it up ourselves, without all the 
controversy and publicity that has occurred here. 

Chairman Kine. There used to be an old method of commercial duck 
and goose hunting. They had special guns made and built in a blind, 
and they would use about half a pound of shot before daylight, and 
when the scout would indicate to the man managing the gun that the 
flock was perhaps in range they would let go. They never knew until 
daylight how many they got. They generally got some. It is not 
exactly the way to handle an investigation, that is, ) just shoot in 
the dark and run the risk of injuring innocent persons’ reputations. 
But you did get some ducks. 

Mr. Frank. Yes, sir, 1 believe there were some ducks, and there may 
be some dead ducks before it is through. 

Chairman Kine. By the way, while you are being questioned, as to 
what you found, have you ever investigated and found the creation or 
the instituting of the aliases and nom de plumes of this so-called chain 
of command? Was that ever called to your attention ? 

Mr. Franx. No, sir. But I am familiar with it. Assistant Special 
Agent in Charge Percy August, of the Denver district and Special 
Agent Fred Hoefke, from my Seattle district, questioned Mr. Doolan 
rather at length one day and they, I am sure, asked him where those 
names came from, and it is contained in the transcript of Doolan’s 
testimony. You have that transcript, and I believe Doolan’s explana- 
tions as to where those names come from are contained therein. I don't 
recall at the present time what they were. They were not significant 
tome. They were merely nicknames. 

Chairman K1ne. Sort of an offic e gag or something of that sort ? 

Mr. Frank. Yes,sir. We have the same thing in our squad, too. 

Chairman Krne. Is that so? 

Mr. Franx. Yes, sir. 

Chairman Kine. Have you heard that one or two of the cor- 
respondents have been creating or attempting to create something like 
that in connection with the staff and members of this committee / 

Mr. Franx. No,sir. You mean the newspaper reporters ? 

Chairman Kine. I understand there are a couple of them that have 
been stashed away somewhere for appropriate times or times they 
could spare creating the same sort of set-up for this committee. 

Mr. Frank. No, Mr. King, I do not have too much contact with the 
newspaper reporters. I find that they usually get me in trouble. 

Mr. Scuacuner. Of course, you are going to investigate this lead, 
are vou not, Mr. Frank? 

Mr. Frann. No, sir: I am not going to investigate any more than I 
have to. I have a district to take care of back in Seattle, and I would 
like to get back to it as soon as I could. 

Chairman Kine. Proceed, Mr. Counsel. 
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Mr. Scuacuner. Mr. Frank, going into more general fields, did you 
find very much actual corruption as distinguished from influence, im- 
proprieties, and things of that nature, in San Francisco / 

Mr. Frank. No, sir. My testimony when I began the hearing was 
that I thought, considering the number of employees in the collector’s 
office, the number of returns they handled, the billion eight hundred 
million taxes that they collected, and also considering the misman- 
agement that there was at the top, that [ thought that the office had 
been particularly free from corruption, and that it was something 
that reacted to the benefit of those employees, that so many of them 
had continued to do an honest and fair job under those circumstances. 
None of the cases that we have developed and taken to the grand jury, 
which is where evidence of actual corruption should go, none of them 
involved bribery, embezzlement, or extortion with the exception of 
the Furtado case. 

Mr. Byrnes. Mr. Frank, it is also corrupt to treat one taxpayer 
differently than another taxpayer by reason of a political or personal 
friendship, even though no money passes. 

Mr. Frank. In those cases where they did it in violation of law, 
indictments have been found, even though there has been no exchange 
of money. 

Mr. Byrnes. What I mean is, that is still corrupt to do that? 

Mr. Franx. If it violates any statute; yes, sir. If it is merely a 
political favor or friendship, and it does not violate a statute, I would 
have to say legally it is not corrupt. 

Mr. Byrnes. In other words, you only have corruption where you 
have a conviction ¢ 

Mr. Frank. So far as I am concerned, sir, I can only recommend 
prosecution in cases where there is a statute that has been violated. 

Mr. Kean. It is certainly morally corrupt; is it not? 

Mr. Frank. Yes; I would think so, but perhaps by other standards 
it would not be. As a criminal investigator, I don’t attempt to go by 
the standards of a community or standards of the Nation, or political 
standards. I go by the statutes which we are called upon to inves- 
tigate. 

Mr. Byrnes. I did not want us to get into trouble here because of 
a definition of the word “corrupt.” I think you can define it strictly 
as you have done, meaning indictable offenses, or it can also be inter- 
preted to mean conduct in conflict with a person’s standards of moral 
good conduct. 

Mr. Frank. Yes, sir. 

Mr. Byrnes. Which might be entirely different. 

Mr. Frank. Yes, sir. I would say that there are perhaps quite a 
few things here that I personally would not condone, but I was not 
called upon to pass on those matters. I am only called upon to pass 
on the actual criminal violations or violations of rules and regulations 
that would result in a recommendation for dismissal from the service. 

Mr. Byrnes. For instance, it has been determined that outside busi- 
ness activity should be frowned upon, and it is not consistent with 
good operation. 

Mr. Frank. Yes. 

Mr. Byrnes. And vet it is not an indictable offense. 

Mr. Frank. Yes, sir. 
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Mr. Byrnes. In any wholesale amount it certainly in some person’s 
mind could amount to a corrupt situation ? 

Mr. Frank. Yes, sir. In those instances wherever the evidence 
established that, I believe either Mr. Davies or I recommended the 
dismissal of that individual from the service. 

Mr. Byrnes. Even in a general discussion, you would certainly 
include a violation of regulations in a sense as being part of a cor- 
ruption scheme, even though it does not result in any conviction or 
indictment as an offense. 

Mr. Frank. I am afraid, Mr. Byrnes, the word “corrupt” to me 
means more the legal violation than it does a violation of rules and 
regulations because I have recommended the dismissal from the serv- 
ice of many individuals who violated the rules and regulations, and 
did things that I would not condone, but I didn’t think they were cor- 
rupt. By their own standards, and by the way they had been ap- 
pointed, I think they were operating within their own sphere. Al- 
though I wouldn’t do it that way myself, | would not condemn them 
as being corrupt. 

Mr. Scuacuner. When I used the word “corrupt,” Mr. Frank, I 
used it in the more narrow sense. I meant in the sense of bribery, 
or some monetary inducement for acting in one way or another. But 
I take it that you feel that insofar as officials vested with discretion 
over internal-revenue matters exercised their discretion, that that dis- 
cretion should also be exercised free from any personal bias or per- 
sonal friendship, and certainly free from any political bias or political 
friendship. 

Mr. Frank. Yes, sir. That has been my feeling. I believe any 
Government official who is concerned with trying to carry out the 
laws of the United States should do it irrespective of any considera- 
tion except the law itself, and the statutes as Congress has enacted 
them, that he should not interpret a statute one way for a friend or 
political associate and another way for an ordinary taxpayer. 

Mr. Scuacuner. You have seen some of that happening here in 
connection with the personnel matters, and similar matters, have you 
not ¢ 

(No response. ) 

Mr. Scuacuner. Without going into detail. 

Mr. Frank. I would say, “Yes.” That is based more on a general 
knowledge of the situation than of particular instances of it. 

Mr. Scnacuner. We will take your general knowledge in view of 
your long years of experience with the Bureau. I am sure your opin- 
ion is most valuable. Could you not say that this was a good deal 
more of the problem here than any outright bribery, or what I referred 
to as corruption in the narrow sense? 

Mr. Frank. Yes, sir. I distinctly would agree with your statement 
on that point. I try always in my mind to pick out particular in- 
stances because that is what I base my opinion on. I know of an in- 
stance where a man was promoted from a grade 9 to a grade 12. There 
may be a good reason for that, but I don’t think so. TI have never pro- 
moted from a grade 9 to a grade 12. That would lead me to believe 
that there had been some favoritism or political preference granted to 
that individual, and that is why I would agree with you that there were 
instances of that here, and that was much more of a problem than there 
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was any problem with respect to bribery or corruption or extortion 
or embezzlement. 

Mr. Scuacuner. Is it not true that when that sort of thing gains 
a foothold in civil service that morale declines and also improprieties 
are indulged in because the general atmosphere of the office goes down ¢ 

Mr. Frank. I think that is a ¢orrect statement, sir. 

Mr. Scuacuner. When this committee will have to make up its 
mind to assess the factors which are responsible for this situation, 
would you say that this is solely a local responsibility or do you feel 
that perhaps the Washington part of the Bureau of Internal Revenue 
could have been more vigorous in this situation ¢ 

Mr. Frank. You are asking me to criticize my bosses ¢ 

Mr. Scuacuner. Well, no. I think for that, facts speak for them- 
selves anyhow. Can you tell us about this: Do you think the super- 
visors here had been adequately supported by their Washington supe- 
riors, or perhaps I will withdraw that to make it easier for you. 

Do you think if Mr. McKenney and Mr. Stikeleather had been 
heeded in Washington that a good deal of this situation here could 
have been prevented ? 

Mr. Frank. I read over their reports, that is, the supervisory re- 
ports, and I did not see too much criticism in the reports. I understood 
from Mr. McKenney’s testimony that he said that he made oral reports 
to the officials in Washington. 

Mr. Scuacuner. It seems that he once handed in a report that was 
not too laudatory, and then in self protection he would hand in only 
edited reports. 

Mr. Frank. I would not comment on that, except I would say that 
the special agents do not hand in edited reports. We try to report 
the facts as we find them, and I think each service should do that. I 
think, though, I could answer your question this way, Mr. Schachner, 
that the civil-service rules and regulations and the career service that 
the Civil Service attempts to set up, I think is more conducive to the 
good management of the Bureau of Internal Revenue than I think any 
kind of political control would be. In other words, if the Bureau was 
entirely career service, and operated entirely under civil-service rules, 
I think you would eliminate many of these problems. 

Mr. Scuacuner. In your own experience, I take it that the collec- 
tors have been a particular sore spot ¢ 

Mr. Frank. Yes, sir; I would say in my experience in the Bureau 
that we have had more personnel cases and more what we call trouble 
arising from the collectors’ offices than we have from the other parts 
of the Bureau over which we have supervision. 

Mr. Scuacuner. You know, of course, that the President’s Reor- 
ganization Plan No. 1 contemplates that collectors shall become civil- 
service employees, do vou not ¢ 

Mr. Frank. Yes, sir. Speaking entirely as a private citizen, I 
heartily endorse that recommendation. 

Mr. Scuacuner. Do you think if that recommendation had been in 
effect for some years here in San Francisco, that a good deal of what 
we might refer to as the “trouble” could have been avoided, or would 
have been avoided ? 

Mr. Frank. Yes, sir; I think so. I would say that any organization 
of any size, over a period of years you will have troub le with it. We 
have had civil-service employees go wrong and cause trouble in the 
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Bureau. The fact that one man is a political appointee and the other 
man is a civil-service employee does not make one honest and the other 
dishonest. But I think the general over-all result that develops from 
the two systems is that you get better management and better results 
under the civil-service system. But I may be prejudiced on that 
because I am a civil-service employee, and have followed that all 
through my life. 

I know in some offices where you have political appointees entirely 
that they render very good and ellective service, honest service in 
every way, and I think also perhaps that they are more responsive to 
local feeling and public feeling than the civil-service employees are, 
who sometimes develop what is called bureaucracy. We are secure 
in our tenure and we feel we can do things contrary to local opinion. 
But that is the other side of the argument. 

Mr. Kean. In the collection of taxes I do not think that local opinion 
should have any part. 

Mr. Frank. Apparently, though, Congress, when they first set up 
the collector system, thought it should. 

Mr. Kean. I do not think it should. Taxes have to be paid by 
everybody in the United States, Republicans or Democrats, rich or 
poor. Practically everybody pays taxes now. And there ought to be 
a uniform system of collection and supervision over the whole United 
States where everybody shares equally. 

Mr. Frank. I agree with you, Mr. Kean, but I feel I am going 
very far beyond the province of a special agent in charge in going 
nto that level. I am just a field officer. and I think it should be at 
higher levels than mine that those decisions are arrived at. 

Mr. Scuacuner. Some of the trouble starts in the field, and I am 
sure that the experiences of a field man are very valuable in helping 
the committee assess both the extent of the trouble and its roots and 
causes, because this committee naturally is most interested in arriving 
at some method by which such difficulties could be avoided in the 
future. Indeed, it is the main interest of the committee to avoid 
similar situations in the future. What is past is past, and it is pri- 
marily for the courts to take care of. 

Taking that for granted, are you willing to give us your opinion 
that a good deal of it could be avoided if the President’s Reorgani- 
zation Plan No. 1 were to go into effect ? 

Mr. Frank. I would state it this way, Mr. Schachner, that I think 
it would be helpful and beneficial to the service as a whole if it did. 
I don’t think it would be the cure-all for things that happen in the 
Bureau of Internal Revenue, because from my practical experience 
I feel if you have 60,000 people checking $50,000,000,000 of taxes a 
year, and the state of morality being what it is in the United States 
today, I think you are going to have trouble with those 60,000 people, 
no matter what kind of a system you set up. Out of the 60,000 you are 
going to have some of them go wrong and do things wrong when they 
are subjected to temptation and they have the opportunity handling 
that much money. 

I think you are bound always to have a certain amount of trouble 
along those lines, and I don’t regret it, because it is what keeps us in 
our jobs. If we didn’t have that there wouldn't be any need for spe- 
cial agents to work on that sort of thing, so I think you are going to 
have it no matter what system you have at the top. But generally 
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I would say I think it would be better just having the Commissioner 
as a political appointee, and the rest of the Bureau entirely as a 
career service. 

Mr. Scuacuner. Let us first dispose of your personal interest in 
some continuing trouble. Surely I could see some utility m having 
special agents even though there should be no trouble, on the theory 
that their mere existence keeps trouble rather at the minimum. 

Would you not say that that is true, too? 

Mr. Frank. I don’t think we would keep many of our men in the 
service if we didn’t have anything to do. We do have a full-time job 
on our tax-fraud work, and I think we will always keep busy with 
that so long as we have high taxes. 

Mr. Scuacuner. When you came here you found comparatively 
little trouble in the oflices of the revenue agents: is that not right ¢ 

Mr. Frank. Yes, sir. We have not had any complaints referred 
to us about any corruption or things that required disciplinary action 
over there. 

Mr. Scuacuner. The revenue agents are all civil service? 

Mr. Frank. All civil service; yes, sir. 

Mr. Scuacuner. There is some indication that possibly a different 
plan of organization may be helpful; is that not right : 

Mr. FRANK. I believe there ure some plans for revionalization of 
the Bureau, taking the operating control out of Washington and put- 
ting it in the regional set-up. 

Mr. Scuacuner. What I was trying to call your attention to was 
that evidently the purely civil-service revenue agents seem to work 
out better than the collector’s office, which has a political head ¢ 

Mr. Franx. Yes, sir. In my experience as a special agent I would 
say that we have had more investigations and more trouble with the 
collectors’ offices than we have had with the revenue agents’ offices, 
but we have convicted revenue agents of taking bribes and of extort- 
ing money. It happens over there once in awhile. too. 

Mr. Scuacuner. Of course, a civil-service system would not make 
the Bureau of Internal Revenue perfect for all time, would it ‘ 

Mr. Frank. No, sir. 

Mr. Scuacuner. But it might make it a little better? 

Mr. Frank. That is my humble opinion. 

Mr. Byrnes. Mr. Frank, there are a few things in summary that 
| would like to get, as far as closing our record, from the information 
we can get from you. 

About how many matters involving personnel in the collector’s 
office here have been turned over to the United States attorney’s office 
since your investigation started / 

Mr. Frank. Just turned over by my special squad, or by Mr. Davies’ 
office also ¢ 

Mr. Byrnes. Probably it would be better to take the combination of 
the two, because you did work somewhat jointly, did you not‘ 

Mr. Frank. Yes, sir. 

Mr. Byrnes. Let us take from the middle of May. 

Mr. Frank. I could only give you a very rough estimate of that, 
Mr. Byrnes. 

Mr. Byrnes. You have not kept a list? 

Mr. Frank. No, sir. I would approximate it as between 10 and 15 
matters. 
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Mr. Byrnes. That is, turned over to the United States attorney / 

Mr. Frank. Yes, sir. And I might point out that those were not 
turned over in each instance because we felt that there was evidence 
for prosecution, but because we received orders from Washington to 
turn over any evidence that we had at all to the United States attor 
ney'’s oflice. 

Mr. Byrnes. In other words, some of those 15 you might not neces 
sarily have suflicient evidence to warrant bringing it even before the 
grand jury for indictment purposes / 

Mr. Frank. Yes, sir. I believe we discussed two of those matters, 
Tierney and Beresford. I did not recommend the prosecution in 
those cases, and so stated here in my testimony. But they are pend. 
ing in the United States attorney's office. 

Mr. Byrnes. You would consider those 2 out of the 15 / 

Mr. Frank. Yes, sir. 

Mr. Byrnes. How many of those matters have gone before the 
grand jury; do you know? 

Mr. Frank. I believe all of them, sir. 

Mr. Byrnes. How many indictments have been returned out of 
those 15 matters / 

Mr. Frank. At the present time, six, I believe. 

Mr. Byrnes. Six indictments pending? 

Mr. Frank. That is against Bureau personnel. 

Mr. Byrnes. Against Bureau personnel; yes. 

Mr. Frank. Yes, sir. 

Mr. Byrnes. Are those some matters that involved individuals out- 
side of the Bureau but grew out of the situation that existed in the 
Bureau here / 

Mr. Frank. Yes, sir. Wherever you have somebody in the Bureau 
doing something wrong in tax matters you generally have taxpayers 
involved on the outside, and in some of those cases there have been 
outsiders, taxpayers or attorneys, indicted along with the Bureau 
officials. 

For example, Doyle, the chief office deputy, is named as a co- 
conspirator with Attorney Cosgrove. That involved an outsider. 
In the John Malone case there is a Mrs. Dana, and Shumate’s, Inc. So 
in each one of those cases you will have some outsiders also involved. 

Mr. Byrnes. Perhaps it would be a good idea just for our record 
if you could list them. There are five, you said ? 

Mr. Frank. I think I said six. 

Mr. Byrnes. Could you list those six, the individuals? 

Mr. Frank. Of course, Collector Smyth is under indictment at the 
present time; Chief Field Deputy Boland is under indictment at the 
present time; Chief Office Deputy Doyle; Deputy Collector Christman 
is under indictment; and the assistant head of the Income Tax Divi- 
sion, John Malone, is under indictment. 

I have lost track now. 

Mr. Byrnes. You have mentioned five—Smyth, Boland, Doyle, 
Christman, and Malone. 

Furtado ¢ 

Mr. Frank. Furtado was indicted and pleaded guilty already. I 
think that was the sixth one I had in mind. I might look over my 
record here. 
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That is all the officials that I can think of ; yes, sir. 

Mr. Byrnes. That is complete? 

Mr. Frank. Yes, sir. 

Mr. Byrnes. How many matters involving Bureau personnel are 
still pending or have been presented to the grand jury and are appar- 
ently still pending there? I believe during your testimony you men- 
tioned that there were a number of matters that had been presented to 
the grand jury, but as yet no indictments had been returned, or no final 
action taken one way or the other? 

Mr. Frank. At the time I first testified I mentioned one specifically, 
and that was Malone, and since that time he has been indicted. 

Mr. Byrnes. I am not suggesting that you necessarily mention these 
people by name before the grand jury, but I would like some idea of 
the number, approximately. 

Mr. Frank. There are a number in the United States attorney’s 
office that haven’t been presented. 

Mr. Byrnes. How many would that be, about ? 

Mr. Frank. There are three that I think of offhand, but I do not 
know whether they will be presented or not. And there are none 
actually pending before the grand jury at the present time. 

Mr. Byrnes. I see. How many jackets do you have still pending 
as far as your investigation is concerned ? 

Mr. Frank. We have quite a few pending where we haven't closed 
them yet, although indictments have been found. In other words, 
we haven’t written our final report. 

Mr. Byrnes. | do not have reference to those. I mean those where 
your investigation is still proceeding and there is a Jacket on them 
but no conclusion has been reached in any form. 

Mr. Frank. | would estimate about tive or six jackets. There are 
quite a number of other matters that haven’t been jacketed, but which 
are under investigation. We still have a number of continuing inves- 
tigations, 

Mr. Byrnes. Investigations relating to matters that have been 
jacketed, or matters that you are making a preliminary investiga- 
tion on that might possibly—— 

Mr. FRAN KK. Possibly le adtoa jacket. 

Mr. Byrnes. How many of those would you have, would you guess? 

Mr. Frank. Between 5 and 10 somewhere. 

Mr. Byrnes. Five and ten that have not been jacketed but that 
might lead to jacketing. And how many would you say are in jackets 
but have not been closed because the investigation has not been con- 
cluded ? 

Mr. Frank. I think about five. 

Mr. Byrnes. Would that include the jackets that Mr. Davies might 
have, or investigations that he might have underway relative to per- 
sonnel ¢ 

Mr. Frank. No, sir. I believe I didn’t include those in my mental 
calculation. 

Mr. Byrnes. Of course, you have a pretty general idea of where Mr. 
Davies is putting attention on what investigations he is carrying on, 
have you not? 

Mr. Frank. Yes, sir. I think I have most of them in the San Fran- 
cisco area, although he may have some of those jackets. Generally in 
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the other areas, Los Angeles, Honolulu, Arizona, and Nevada, his men 
are still handling those. 

Mr. Byrnes. I had reference primarily to the San Francisco area. 

Mr. Frank. I think we have most of them in the San Francisco area. 

Mr. Byrnes. So that there would not be many that Mr. Davies has 
pending relat ing to personnel or activities of personnel in the collec- 
tor’s office here ? 

Mr. Frank. No,sir. I think we have most of them. 

Mr. Byrnes. Have you had a chance to appraise fairly well the 
present personnel in the principal positions in the collector’s office 
here now—acting collector, chief field deputy, and so on? 

Mr. Frank. I have met them all. I know how they were selected. 
I personally have confidence that they are competent, honest, and 
will do a good job. But I don’t think I would be qualified to state 
that categorically, because I have not had intimate contact with that 
phase of it. In other words, the Intelligence Unit is not called upon 
to pass on those employees. I would know from the character inves- 
tigations that we have made of them that there is nothing—— 

Mr. Byrnes. You have made character investigations of those 
people / 

Mr. Frank. Yes. 

Mr. Byrnes. As part of this investigation ? 

Mr. Frank. No: not as part of this investigation. Previously. 

Mr. Byrnes. I see. And there is nothing derogatory that was found 
as far as those investigations were concerned, so that it can be pre- 
sumed that they are capable and honest individuals and in a position to 
carry on the work of the office in the way it should be carried on? 

Mr. Frank. Yes, sir; I think so. 

Mr. Byrnes. During the course of Mr. Stikeleather’s testimony be- 
fore this committee, Mr. Frank, he called our attention to the fact 
that they had discovered checks and warrants in a couple of desks, or 
in boxes in a couple of the offices. Some of the checks were uncashed, 
going back to about 1944 and 1945. He testified that that matter was 
turned over to you for investigation and contact with the drawers of 
the checks. 

What has your investigation of those accounts shown ? 

Mr. Frank. I am familiar with the first group of those checks, 
because I was present when they were found. The supervisors found 
a large carton, with a lot of records in it, and we were called in, Spe- 
cial Agent in Charge Davies and myself, and we picked up the carton 
and took it up to the Intelligence Division office. 

With the men we proceeded to go through that, and we found some 
$10,000 of checks. Careful investigation was made of each one of the 
taxpayers, and the circumstances under which those checks were there, 
and one of the dismissals that I recommended was based upon the 
negligence and malfeasance in having those checks not put through at 
the proper time. 

Mr. Byrnes. What did you find out about why they were not put 
through ? 

Mr. Frank. It was negligence and malfeasance. There would be 
some question in connection with the return, and the individual who 
handled it left it laying on his desk and let it get buried in the papers, 
and never paid any attention to it. And the taxpayer thought it had 
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been taken care of, and nobody was following it up to see what should 
be done on it. 

We were concerned that if you put the checks through now there 
might not be sufficient balance to cover them, and the Government 
would lose money on it. 

After we looked them over quickly we turned them over to the 
cashier's office for processing, to see if there was any loss of money 
involved, and I believe of that $10,000 worth of checks that all of 
them cleared through and the Government recovered its money. In 
other words, there was nothing wrong. There wasn’t any attempt 
to defraud the Government in connection with any of those cases. 

Mr. Byrnes. Did you make any kind of a check run against the bank 
accounts of these individuals as the bank accounts existed on the date 
the check was drawn ? 

Mr. Frank. Yes,sir. I believe that particular part of the investiga- 
tion was handled by Assistant Special Agent in Charge Perry August, 
of Denver, and he made a careful investigation of ench one of those 
to see whether—like in our Shumate case, we got an indictment—we 
found in those cases that the check had not been held up because there 
was a lack of funds to cover it. There was some other reason. 

Mr. Byrnes. You never cid find that any of these checks were held 
up intentionally at the request of the taxpayer because there was a 
lack of funds in the bank at that time ?¢ 

Mr. Frank. No, sir; I am quite sure. T am speaking now of that 
first box of $10,000 of checks. I am quite sure that there were none of 
those that were improper from that point of view. 

Mr. Byrnes. And you got all your money, as far as this $10,000 
batch is concerned ? 

Mr. Frank. Iam quite sure, 

Mr. Byrnes. Is there any liability on any person for depriving the 
Government for the use of these funds for the period of time involved 
that the checks were lying on desks or not cashed or not put in the 
bank ¢ 

Mr. Frank. I think that would be a matter for the supervisor's 
office to determine. Each one of these employees is bonded, and if 
the supervisors, by making their audit, find that there has been some 
loss to the Government of interest on the money they could proceed 
against that individual's bond and collect it. 

Mr. Byrnes. There is bound to be loss to that extent, even if it is 
6 months. 

Mr. Frank. Yes: to the interest on the money. 

Mr. Byrnes. Yes. 

Mr. Frank. Yes, sir; I believe the supervisor’s office would cover 
that. That is their function, to audit those. 

Mr. Byrnes. You do not know whether it is being done, though, 
or not ¢ 

Mr. Franx. I do not. 

Mr. Byrnes. I would suggest to a member of the staff that be 
checked to inquire as to whether they are taking action in that respect. 

What about the other bond? There must have been another $20,000 
in another bundle; was there not? 

Mr. Frank. Yes, sir. I am not familiar with that. They have 
shown up from time to time and as they were referred, I am sure Mr. 
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August made some investigation of it. I know the supervisors made 
investigation of each one of those items. Where they thought there 
was anything improper about it, they referred it to our office, and 
Mr. August investigated, and I know from him there has been nothing 
developed among those that we would base any kind of criminal charge 
on. They all appeared to be the same type of thing. 

Mr. Kean. Of course, Mr. Frank, you say that the taxpayer did not 
know that the checks had not gone through. Most taxpayers balance 
their books oceasionally, that is, checkbooks, and most taxpayers must 
have known that the checks had never been cashed. 

Mr. Frank. I am quite sure they did, because some of the amounts 
were large enough that it would make quite a dent in their bank 
accounts, and I am sure they knew that. But I am sure somewhere 
along the line they had been in contact with this official and in each 
instance there was some reason, there was some controversy—they had 
been submitting an offer in compromise, or they had submitted an 
offer in compromise, or they raised some question in connection with 
the penalty in the case, and whether they could abate it—and they 
were just lying on the desk awaiting attention. 

Mr. Byrnes. But that is not justification for not depositing the 
money ¢ 

Mr. Franx. That is correct. 

Mr. Byrnes. If I have a controversy with the collector in Wisconsin 
I still have to pay by March 15. 

Mr. Frank. That is right. That is why I recommended this indi- 
vidual’s dismissal. It was the principal charge we had. I designated 
it as malfeasance and negligence. 

Mr. Byrnes. That is the only person whom you found actually was 
having contact with the taxpayer, and there were discussions back 
and forth about the account ¢ 

Mr. Frank. Yes, sir. He apparently was handling that personally, 
which he should not have been doing, and that is the reason it piled up 
on his desk. 

Mr. Byrnes. Were they close personal friends in many Instances? 

Mr. Frank. I don’t believe they were close personal friends. 

Mr. Byrnes. Political friends? 

Mr. Frank. He-had some contact, political or friendly, not that 
he was particularly doing him a favor, except that he wanted to do 
LuVOrs. 

Mr. Byrnes. He wanted to keep in their good graces? 

Mr. Frank. Yes, sir. 

Mr. Byrnes. Because of his political connections? 

Mr. Frank. I would say so, sir; yes. 

Mr. Byrnes. You say you have referred to you many of the items 
from the second group of checks and returns ? 

Mr. Frank. I don’t know how many were referred. A number 
were referred, and in each instance that Mr. Stikeleather would refer 
it tous, I know Mr. August made investigation of it. 

Mr. Byrnes. The Government has lost money at least to date on 
that second batch; have they not? 

Mr. Franax. With respect to the interest; yes, sir. 

Mr. Byrnes. No: I mean as far as being able to make collections on 
the checks. It is my understanding that there is about a $4,000 short- 
uve st ill. 
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Mr. Frank. I don’t think that is definite at this particular time. 
In other words, it has not been collected but efforts are still being made 
toward collection and it may ultimately be collected. 

Mr. Byrnes. Would the liability there include the cost to the Gov- 
ernment of making these collections now ? 

Mr. Frank. I would think that should be added to the cost, beeause, 
if the checks had been cashed in the first instance, the Government 
would not have had the expense of trying to collect it now. 

Mr. Byrnes. It does involve some expense, certainly, to have these 
matters checked. 

Mr. Franx. Yes. The time and salary of the deputy collector who 
would try to make the collection. 

Mr. Byrnes. In going through the transeript of your testimony, 
Mr. Frank, and particularly with reference to items in the so-called 
bill of particulars, I found that there are in some instances material 
that probably should be in the record to make the record complete. Do 
you have your photostat of the bill of particulars, so-called, or do 
you have a copy in any form? 

Mr. Frank. I have not been without it for a long time, so I should 
have it now. 

Mr. Byrnes. I suggest that you use that, because in a few of these 
cases we still have not used the names, and therefore if I could refer 
to them by letter or number as they appear, it might be helpful. 

Mr. Frank. I have it now, sir. 

Mr. Byrnes. May I see it just a minute so I can make sure that the 
numbering of that corresponds with the numbering of this that I have ¢ 

Mr. Frank. Yes,sir. I have another one here, sir, with the numbers 
on it. 

Mr. Byrnes. It apparently follows the same order of this one. 

Mr. Frank. Yes, sir. 

Mr. Byrnes. As to No. 1, there, Mr. Frank, I believe your testimony 
was that an indictment was returned based on a violation of section 
55 of title 26. 

Mr. Frank. Yes, sir. 

Mr. Byrnes. | wonder if you could read into the record the overt 
acts in that charge? 

Mr. Frank. No, sir. I do not have a copy of that indictment. I 
am not familiar with it. This was one of the investigations that I 
believe the jacket dates from November 1950, and the investigation 
of that jacket and presentation to the grand jury was handled by 
Mr. Davies’ office. So I do not have a copy of that. 

Mr. Byrnes. Do you know whether it relates, though, to a relation- 
ship between Mr. Christman and Mr. Barker / 

Mr. FRANK. | believe it is not a conspiracy indictment. Therefore 


there would not be any overt acts listed in it. I believe the charge 
is that Christman wave a photostatic copy of an affidavit that he ob 
tained from a taxpayer in the course of one of his examinations to 
Barker to use as a defense in a civil suit by this taxpayer against 
Barker, and that Barker paid him $100 for it. 

Mr. Byrnes. That is what I understand. It did involve a relation- 


ship with Barker. 

Mr. Frank. Yes, sir. 

Mr. Byrnes. Did it show when this transaction took place? In 
other words, what year and what time? 
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Mr. Frank. No, sir; I could not tell you. 

Mr. Byrnes. Does it show that it took place in 1949? 

Mr. Frank. No, sir; I don’t know the year of that particular trans- 
action. 

Mr. Byrnes. Of course, that seems to me to be quite important in 
appraising some of the substance of this particular item im the bill 
of particulars, in that, if the investigation referred to in this particular 
item had been gone into at that time, the disclosure that eventually 
was made would have been made then. The time element seems to me 
to be somewhat important, and it is my understanding that you had 
more or less written this item off as an item that did not have par- 
ticular substance, as far as the bill of particulars is concerned. 

Mr. Frank. The substance that I got from my reading of it was 
that Collector Smyth and Acting (¢ thief Field Deputy Boland had 
closed the Christman case without action, although Christman’s part- 
nership with Barker had been established by the trial. That seemed 
to me to be the substance of the charge, and my investigation showed 
that that was not so, because Smyth had referred it to the Intelligence 
Unit, and they had jacketed the case before the Barker trial. 

Mr. Byrnes. They jacketed it in October 1950? 

Mr. Franx. Yes, sir. 

Mr. Byrnes. And yet it was called to the attention of the Internal 
Revenue Bureau by the Post Office Department back in 1949 that there 
was a relationship existing. 

As I interpret, Mr. Frank, this allegation, the substance of it was 
that there was an improper relationship between Barker and Mr. 
Christman that involved Mr. Christman’s position as a zone deputy 
collector. Under those circumstances, it would seem to me that there 
probably was considerable substance, if that interpretation is put on it. 

Mr. Frank. I interviewed the special agent who made the investiga- 
tion of Christman—I am hesitating now because of the pending in- 
<iictment as to whether what I would say might possibly affect the 
indictment. 

Mr. Byrnes. That is what I thought. If we could read the overt 
acts charged in the indictment, we might better see the actual rela- 
tionship that was found by the grand jury to constitute the offense. 

Mr. Frank. I could get that for you, sir. I do not have a copy of 
the indictment and I don’t know at what time that particular transac- 
tion took place. 

Mr. Byrnes. When was this matter presented to the grand jury? 

Mr. Frank. I believe it was in October of 1951. 

Mr. Byrnes. This last October? 

Mr. Frank. Yes, sir. 

Mr. Byrnes. No. 2 item: What was the date that this matter was 
opened up for investigation, and when was it presented to the grand 
jury ¢ 

Mr. Franx. I do not have the exact date of when we began the 
1! vestigation of it. 

Mr. Byrnes. I understand it was opened up in May. That was 
vour testimony before the committee in your first appearance but I was 
wondering what the date was in May. 

Mr. Frank. No. sir. You are referring to our investigation or the 
i vestigation that was made by the collector’s office of this matter ? 











INTERNAL REVENUE INVESTIGATION 2643 


Mr. Byrnes. I am talking about the investigation that was made 
by you people, because it was Mr. Smyth who was involved, and he 
was collector, so I do not have much confidence in any investigation 
made by the collector’s office at that time. 

Mr. Frank. I could not have testified that it was made by us in 
May, because we didn’t arrive here until October. So it was sometime 
in October that we made the investigation, and it was presented to 
the grand jury in November. 

Mr: Byrnes. And then the indictment was returned in December ? 

Mr. Frank. Yes, sir. 

Mr. Byrnes. The substance of this charge was certainly accurate, 
was it not? It had considerable merit to it? 

Mr. Frank. I would not comment on that, Mr. Byrnes, because that 
is a matter that is pending before the courts now. There has been an 
indictment on it. 

Mr. Byrnes. The indictment is not inconsistent, at least, with the 
allegation made here / 

Mr. Frank. I believe the indictment is based upon an entirely differ- 
ent substance than is contained in this allegation. I could read you the 
indictment, and you will see that it is different. 

Mr. Byrnes. Will you read that indictment for us? 

Mr. Franx. Yes,sir. Would it be all right if I did this, Mr. Byrnes? 
So we don’t have to wade through the indictment and the whole charge, 
1 could point out to you what I believe the essential differences are. 
The allegation says: 

This practice was carried over several years, was used by the taxpayers to 
defraud the Government and to collect tax refunds each year. 

That is not 

Mr. Byrnes. You mean the part about the refund is not correct? 

Mr. Frank. Or that it was used by the taxpayers to defraud the 
Government. That is not so. Nor is collecting the refund. What 
the indictment charges is something entirely different. 

Mr. Byrnes. Is it not correct that the indictment has to do with Mr. 
Smyth’s part in that in continuing to permit it? 

Mr. Frank. No,sir. The indictment is to a different point entirely : 





For the year 1946 had been barred by the running of the statute of limitations 
due to the lapse of the aforesaid 1 year and 3 months. 

In other words, the offense that was charged in the indictment is that 
by the lapse of a period of 1 year and 3 months, the statute of limita 
tions had been allowed to lapse on one of these returns, which is quite 
different from the charge that the taxpayers had defrauded the Gov- 
ernment by claiming tax refunds, 

Mr. Byrnes. If you refer to pages 61 and 62 of the transcript of 
your testimony of February 5— 

Mr. Franxx. I do not have a transcript. sir. What page is that? 

Mr. Byrnes. On page 62 you will find overt act No. 11 of the con- 
spiracy. I will read one part where it says: 

After about 1 vear and 3 months had elapsed the deputy collector, inquiring of 
what had become of said returns and why his investigation had been interrupted, 
was then told by Boland that the case was being reassigned to another deputy 
for investigation and was so reassigned ; and upon being promptly completed on 
or about July 12, 1941, it resulted that refunds due and owing to the United 
States because of illegal deductions made by the taxpayer for alleged dependents 
for the year 1946 had been barred by the running of the statute of limitations due 
tc the lapse of the aforesaid 1 year and 3 months. 
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Mr. Franx. But that is the reverse of what is in the bill of partic- 
ulars. 

Mr. Byrnes. As I read the bill of particulars, maybe I am wrong. 

Mr. Frank. Could I read the part in the bill of particulars that 
pertains to it? 

Mr. Byrnes. Surely. 

Mr. Frank. It says: 

This practice which carried over several years was used by the taxpayers to 
defraud the Government and to collect tax refunds each year. 

Mr. Byrnes. Is not that exactly what happened, that they did use a 
dependent who was not a dependent, and as a result of that collected 
tax refunds? 

Mr. Frank. No, sir; that is not so. 

Mr. Byrnes. It does not conform with your testimony of the other 
day that that was one of the things that happened here, that an 
examination of those returns did show that they took dependents that 
they were not entitled to take, and although you allege there was not 
any showing of fraud, it had taken place. 

Mr. Frank. Yes, sir. But I don’t believe the record shows that they 
received any refunds on it. You see, the indictment charges that the 
refunds were due to the United States because of illegal deductions, 
and that had been barred by the statute of limitations. 

Mr. Byrnes. All right. They did not get a refund but they paid 
less taxes than they should have paid. 

Mr. Frank. Yes, sir: that is correct. 

Mr. Byrnes. So the only quibble here is that he said that they got 
refunds, instead of saying in the bill of particulars that they thereby 
paid less tax than they were legally responsible for. 

Mr. Frank. No, sir. That is not the point I am making at all. The 
point I am making is that the indictment is for something entirely 
different than that. 

Mr. Byrnes. The indictment does not relate to the individual tax- 
payers; Is that it / 

Mr. Frank. That is right. 

Mr. Byrnes. It relates to Mr. Smyth. 

Mr. Frank. That is right. 

Mr. Byrnes. Does not the indictment show that the i investigation 
of that matter was h ele ; up in the office ¢ 

Mr. Frank. Yes 

Mr. Byrnes. And is not that part of the indictment? 

Mr. Frank. Yes, sir: and that is what b stated: that our investiga- 
tion showed that it had been held up a year and 8 months 

Mr. Byrnes. And that is part of the j indictment, the connivance to 
hold up ina Cc ct. 

Frank. But the indictment charges somebody different from 


what that cl irges. IT don’t mean to quibble at all, but legally there is a 
distinet d ference between what or e charge is and the other charge is. 
Mir. Byrnes. I think mavbe legally. but as a matter of substance. of 


improper action, and the matter of these taxpayers and the way they 
made out their re turn, al d the way the collector’s office handled that 
return, the bi iT of particulars is pretty accurate. 

Mr. Frank. Ye . Lam not defending Collector Smyth at all. I 
recommended his F eaniro I don’t think the action in this case was 
proper at all or I wouldn't have recommended his dismissal. 


? 
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Mr. Byrnes. What I am trying to do is reconcile your tally sheet 
where you get 75 percent wrong with my tally sheet which totals up to 
a little different picture, and it may be that my tally varies with yours 
because of some of the information that I could not find that we really 
did cover in your testimony on February 5 and 6, which might be re- 
sponsible for it. So I thought we might get that clear and see what 
all the facts were in all these areas. 

Mr. Frank. Yes, sir. 

Mr. Byrnes. Now, if you will turn to item No. 3, I believe you say 
that this matter is pending before the grand jury; is that correct ? 

Mr. Frank. Yes, sir; but I also would say that Doolan’s allegation 
was correct. 

Mr. Byrnes. Was correct ? 

Mr. Frank. Yes,sir. He stated that the return was backdated, and 
we found it was backdated. 

Mr. Byrnes. Did this lead to any other disclosures of backdating 
when you went in and checked on this particular one? Did that lead 
to others / 

Mr. Frank. All it had led so far is that an accountant, James J. 
Donnelly, was cited for contempt of court, fined $600, was taken to a 
second grand jury, cited for contempt of court, adjudged guilty, and 
sentenced to 6 months’ imprisonment. The amount involved in that 
particular return, to show we are trying to follow through each item, 
the amount of delinquency penalty involved in that return is $23.81. 

Mr. Byrnes. But you still are carrying on an investigation which 
leads off from this charge? 

Mr. Frank. Yes, sir. 

Mr. Byrnes. So that there may be more and there may be nothing. 

Mr. Frank. Yes, sir. 

Mr. Byrnes. But at least as far as this one is concerned—— 

Mr. Frank. Doolan had his facts correct on this one. 

Mr. Byrnes. On the next item, I believe we all agreed that this case 
relating to Katherine Jost did not have foundation, by view of the 
fact that the taxpayer in that case had been indicted and convicted and 
sentenced in 1948 ? 

Mr. Frank. Yes, sir. That one was entirely without substance. 

Mr. Byrnes. On the next item, you advised us that you were making 
a further check on certain police returns. It was suggested that the 
Federal tax returns on those returns that you were able to find might 
be the returns in question; we suggested that you compare those with 
the California State income-tax returns of those individuals, and to 
see whether there was any similarity, and you advised the committee 
that you were doing that. 

Mr. Frank. We have checked, sir, and we have no substantiation 
for this charge. 

Mr. Byrnes. They balanced off completely ? 

Mr. Frank. Yes, sir. 

Mr. Byrnes. Could Mr. Donati make any identification at all of 
the serial numbers on the particular blocks of returns that he had 
been asked for? 

Mr. Frank. No, sir. He remembered no serial numbers, no returns, 
nonames. We kept after him, particularly whether they were police- 
men or not, and he said, ‘No,” he ce uld not state that they were police- 
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men. He just didn’t remember. It had been something that hap- 
pened, and when Moore came to him, he said, “Forget about that,” 
and he thought that was kind of funny and he repeated it to Doolan. 
That was in 1946. And I think Mr. Donati would complain just the 
same as Mr. Doolan did, and also Mr. Moore would complain that we 
gave him a bad time trying to find out just why there was that dis- 
crepancy there, but we cannot find anything to substantiate that 
charge. 

Mr. Byrnes. Your testimony of February 5 was perfectly clear 
that he could not identify policemen’s returns, but I think we did not 
have any statement as to whether or not he could identify in any way 
the serial numbers or block of returns that he did admit somebody 
asked him for at one time. 

Mr. Frank. If we had found that, we might have found something 
different. 

Mr. Byrnes. Yes. So in that one you ran into a read block and 
there is nothing substantial that you could develop from that lead? 

Mr. Frank. No, sir. 

Mr. Byrnes. If you will turn to the next item, you advised the com- 
mittee that you are presently investigating or have pending an investi- 
gation concerning an attorney. I believe you said certain matters 
concerning that attorney had been turned over to the grand jury. 

Mr. Frank. Yes, sir. There was an indictment found recently as 
a result of our investigation of Russell W. Duke. That is related to 
this particular charge and the attorney. But I can state that we 
have found no connection between this attorney and the individual 
named in that allegation. The cases that we have gone into appear 
to be clear that the deputy collector did an honest job, and each case 
he was associated with a special agent on the case, and the recommen- 
dations that were made seemed to us to be entirely proper. 

Mr. Byrnes. But the matter of submitting information to the attor- 
ney, you were not able to develop anything on that ? 

Mr. Frank. There appears to be no substance to that, sir. I would 
say that the only thing that appeared to have substance in this charge 
was that that particular deputy collector had gotten drunk and had 
been reprimanded for being drunk. jut otherwise, he appears to be 
a good deputy collector who has made some very good fraud cases, 

Mr. Byrnes. Is it my understanding that your investigation of this 
particular allegation was not responsible for the check into the attor- 
ney and the matter of presenting the facts before the grand jury ¢ 

Mr. Frank. No. sir. That originated in an entirely different way. 

Mr. Byrnes. A different direction ¢ 

Mr. Frank. Yes: it just happened to coincide. 

Mr. Byrnes. So we find in that particular allegation there was no 
substantial lead or substance to the allegation ? 

Mr. Frank. I would so state, sir. 

Mr. Byrnes. The next item relates to Mr. William Anater, and I 
think that the committee has the information furnished it by Mr. 
Davies the other day. 

Mr. Franx. I would like to add one thing on that, sir. I have a 
record that I would like to give you for your consideration on it. I 
believe with respect to engaging in outside employment there is no 
question that he did. 
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Mr. Byrnes. That is the substance of this particular charge, and 
that certainly seems to me to have been borne out by Mr. Davies’ 
testimony in public hearings yesterday, and also the testimony of Mr. 
Anater. 

Mr. Frank. Except that Mr. Doolan alleges that nothing was done 
about it, and I believe that the Intelligence Unit was doing it in its 
own particular way. 

Mr. Byrnes. There is no need of you and me getting into an argu- 
ment over what took place. I think the testimony does disclose, as Mr. 
Davies testified yesterday, that the jacket was opened on May 15, 1951, 
that no jacket had been opened up to that date. And this bill of par- 
ticulars was sent in March of 1951, so that as of the date of the letter, 
certainly, and even at the time of its presentment to the first grand 
jury on May 14, the investigation had not been started, at least from 
the standpoint of opening a jacket. 

Mr. Frank. Mr. Byrnes, reconciling our counts on these allegat ions, 
I was called upon to make an investigation of that matter, and my 
check of it leads me to a conclusion which perhaps is different from 
yours, 

I would also like to go into that last part of it, because I think it has 
some importance as to what confronted us in this thing. 

It says: 

During this period Anater failed to file timely income-tax returns and pay 
the tax due thereon. 

I have a certified transcript of Anater’s certificate of assessment and 
payment, certified to by Collector Masarik, which I think is to the 
contrary, and I would like to submit that to you. 

Mr. Byrnes. I think that undoubtedly should form a part of the 
record. 

I would not quibble about that aspect of it. However, it seems to 
me personally that the basis of this charge is his outside activities, and 
the fact that he had been under investigation—which is admitted—a 
preliminary investigation, but no action had been taken up to May 15, 
and then finally a jacket was filed, and discharge recommended, but 
then he was allowed to resign later in December. So I gave him a 
hit on this, Mr. Frank. 

Mr. Frank. In my opinion there was no relation between Doolan’s 
charge and what Mr. Davies was doing. 

Mr. Byrnes. Mr. Davies, at least, says that he was not stimulated 
to file this jacket on May 15; yes. 

Mr. Frank. That is what I based my opinion on. 

Mr. Byrnes. But I think that, as far as the substance of the allega- 
tion is concerned, it was pretty correct, certainly at the time it was 
made. It continued to be correct until May 15, and maybe even until 
December when the report was filed asking for his resignation. 

Mr. Frank. I don’t mean to argue or labor the point, Mr. Byrnes, 
but it says here in the last part: 

Anater’s activities have been under investigation, but no action has been taken 
because of the other individuals involved. 

And, as to that, I don’t think that is true at all. I don’t think Mr. 
Davies would be influenced at all by the other individuals. 

As a matter of fact, I believe his office is making as good an investi- 
gation to try to get to the bottom of those complicated set of facts 
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there as they possibly can. So I don’t think that that in substance—— 

Mr. Byrnes. You and I differ, because I think we put more weight 
on that last phrase. Of course, it is true, is it not, in this case, that 
there is an aoiient involving Mr. Anater’s income-tax returns that 
is under investigation, shall we say ? 

Mr. Frank. Yes. I think that was our particular concern with 
this case, that the outside activities were actually not as important 
as this other phase of the case, which can have more far-reaching 
consequences, 

Mr. Byrnes. I understand that, but the outside activities were 
enough to recommend his dismissal. 

Mr. Frank. For Davies to recommend his dismissal; yes, sir. 

Mr. BYRNES. The next item relates to three individuals who were 
supposed to have been associated together. Your testimony was not 
completely clear as to whether or not these people had engaged in any 
kind of an outside business activity together. 

Mr. Frank. No, sir; they had not. 

Mr. Byrnes. Nothing at all / 

Mr. Frank. No, sir. 

Mr. Byrnes. So that there is no basis for an assumption of that 
sort ¢ 

Mr. Frank. No, sir. 

Mr. Byrnes. As to the next item, I believe it was clear from your 
examination that there was no substance to that charge. 

Mr. Frank. Doolan was correct when he said “in supplemental 
briefs filed in this case in Washington, D. C.” I think he had refer- 
ence to the fact that Taylor wrote to the Joint Committee on Taxation, 

Mr. Byrnes. He was right to that extent. 

Mr. Frank. But the substance of it was entirely wrong. 

Mr. Byrnes. Other than that, there was not any substance that 
would give rise to any corrective action. 

The next item, did you examine the matter of Mr. Doyle’s filing of 
Income tax returns ¢ 

Mr. Frank. Yes, sir. 

Mr. Byrnes. What did you find there? Was he delinquent during 
some pel iods of time ¢ 

Mr. Frank. No, sir; he was never delinquent. 

Mr. Byrnes. He always filed his returns on time? 

Mr. Frank. In 3 vears we found that he filed with extensions 
eranted. Weasked him about that, and his statement was that around 
filing time they are very busy, so he would leave his own filing, apply 
ranted, and then he filed at the 
end of the period, when he wasn’t so busy. 

Mr. Ryrrnes. Is that the basis upon W hich he asked for an extension, 





for timely extensions, which were 


oO 
— 


that he was busy around March 15% 
Mr. Frank. Yes, sir. 
Mr. Byrnes. I imagine that would be true of everybody in the col- 


ec tor’s offic ee, TOO 

Mr. EF rANK. It is trne of us, TOO. but we ¢ ouldn’t cet extensions. 

Mr. Byrnes. Would they not know in advance they were going to 
» busv on March 15? There were no unusual circumstances, were 





Mr Wy ANT No. iT he was practically t] i. head of t} e office there, 
o T think if he wanted to grant himself an extension he could. 
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Mr. Byrnes. That is the sort of thing, is it not, that generally we can 
complain about, that they did do those things for themselves or their 
friends which the average individual would not be entitled to? , 

Mr. Frank. I was just complaining about it myself, because I don't 
get any extension. 

But, as to the allegation here, the allegation is not correct. 

Mr. Byrnes. I understand that, and I did not give him very much 
on this count; although, as you say, there apparently was something 
in there which would give rise to a question concerning the advisa- 
bility of the way he filed his returns delinquent, that is, even with 
an extension, 

Mr. Frank. Mr. Byrnes, I have no quarrel with a lot of the things 
that Doolan said. The only quarrel I would have was that I think 
he should have reported it to the Intelligence Unit instead of the 
way he did. Otherwise I would saya lot of the things here—— 

Mr. Byrnes. I can agree that some of the things done in connection 
with this case probably were impetuous, and maybe were not done 
completely according to the book, but I also would add that I think 
they can take certainly some credit for the fact that they did blow the 
lid off and things started happening here after the middle of May. 

The next item, No. 11: That also contains an item in there that we 
did not go into during your previous testimony, and that has to do 
with these warrants that were not properly handled. 

It is my understanding that Mr. Stikeleather testified that among 
some of the bad practices he found, and in fact some of the things he 
found in these boxes, were warrants that had not been properly acted 
on, or sent out for collection. Is that true? 

Mr. Frank. Yes, sir. 

Could I make one correction? I noticed in reading my testimony 
that the record shows I said “hundreds of thousands of warrants.” I 
didn’t intend to say “hundreds of thousands.” I intended to say 
“hundreds or thousands” of them had been held up. 

Mr. Kean. “Hundreds or thousands” is what you mean to say? 

Mr. Frank. Yes. I didn’t know the exact count. We had seen 
boxes of them there, and I think that the total number that were 
outstanding was something like 48,000, which is quite different from 
hundreds of thousands. 

[ think that Mr. Stikeleather’s investigation has shown that a num 
ber of those warrants weren't promptly, expeditiously executed, but 
none of them have been referred to us as being an instance of improper 
abuse of discretion which would result in a loss to the Government. 

Mr. Byrnes. In any case, have any of these been outlawed by reaso1 
of the inactivity ¢ 

Mr. Frank. Not that I know of. None of them have been referred 
to us, if they have. In other words, we couldn't possibly, with m 
small squad, sit down and go through each one of those warrants and 
contact the taxpayers and see what could be done on it. We left that 
to the supervisors in the collector’s office, and they have not referred 
any to me where there would have been an outlawing or loss to the 
Government. 

Mr. Byrnes. There appears here to be at least some substance to the 
allegation that warrants were outstanding, and nothing was being 
done about them. 

Mr. Frank. I think that is true in every collector's office. 
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Mr. Byrnes. To the extent that you found here, with 48,000 of them 
found in boxes? 

Mr. Frank. I don’t know how many there would be in other offices, 
but I know that there is always a large number of outstanding war- 
rants all over the United States. I believe I saw a figure on it in our 
statistical reports, that the Government was trying to collect some 
$2,000,000,000 of back taxes like that. 

Mr. Byrnes. Mr. Stikeleather certainly testified before this com- 
mittee that that was one of the very bad administrative things that 
he found in his examination, the warrants filed away in boxes or bot- 
toms of desks. 

Now, I understand that Mr. Doolan’s charge goes way beyond that, 
negligent handling. 

Mr. Franx. And we haven’t found that. Also it said: 

Warrants for unpaid taxes are frozen and outlawed against party contributors 
and friends. 


We haven’t found any instances of that. 

Mr. Byrnes. You have not made any check, have you? 

Mr. Frank. We have checked some of these warrants, yes, sir, and 
we have not found that they were outlawed. 

Mr. Byrnes. Do you know whether there are any that have out- 
lawed ? 

Mr. Frank. If there had been any I would have known about them, 
because they would have been referred to me. 

Mr. Byrnes. They automatically would have been referred to you? 

Mr. Frank. Yes, sir. That was our understanding with the su- 
pervisors, that if there was anything that involved a loss to the Gov- 
ernment, where the dereliction of duty and the negligence would re- 
sult in a loss, that it should be referred to us for investigation. 

Mr. Byrnes. This is the item that also involved the Fairmont 
Hotel Corp. 

Mr. Frank. Fairmont Hotel, yes, sir. 

Mr. Byrnes. Of course, I found some substance to what had de- 
veloped there, so that I gave them at least an infield on that one. 

The next item, No. 12. relates to the failure to fle an income-tax 
return, and the allegation that it was supposed to have been done by 
Mr. Boland, and it was not so done. Although no actual charge 1s 
made in this allegation, the allegation itself was certainly corroborated 
by the investigation, was it not ? 

“Mr. Frank. Yes, sir. I would say that no returns were filed by this 
individual. But I found the date of that. I think you asked me 
the date when the examination was made, and I found that. It was 
prior to Doolan’s letter. In other words, it was something that hap- 
pened before. 

Mr. Byrnes. I wonder if you could furnish us with that date? 

Mr. Frank. The report of the deputy collector, Burgren, is dated 
December 18, 1950, and it recommended a total of $6,516.69 in taxes, 
delinquent penalties, negligence penalties, and interest against Jones. 

Mr. Byrnes. When was the actual assessment made, though ? 

Mr. Frank. I do not know, sir. 

Mr. Byrnes. Has it been paid ? 

Mr. Frank. I am sure it has not. I heard some conversation with 
respect to that, that Jones is going broke and that the collector’s 
office is still trying to collect those taxes from him. 
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Mr. Byrnes. And you do not have the date when the actual assess- 
ment was made? 

Mr. Frank. No, sir; I don’t. 

Mr. Byrnes. As I understand it, this was a report that was made 
on the case ? 

Mr. Frank. Yes, sir. 

Mr. Byrnes. Then it would be sometime after that report was made 
before an assessment would actually be made ¢ 

Mr. Frank. Yes, sir. 

Mr. Byrnes. But as far as the basic substance of this allegation, 
that was confirmed by what was developed—namely, that returns were 
supposed to have been made out, or the understanding was that returns 
were to be made out by Mr. Boland, and they in fact were not? 

Mr. Frank. I recommended Boland’s dismissal because he was 
negligent. And in this particular I think the thing that transpired 
before had been picked up and corrected by the special agent and the 
deputy collector before Doolan’s charge. 

Mr. Byrnes. It may not have been anything new, but 

Mr. Frank. It correctly stated the fact that returns had been filed. 

Mr. Byrnes. The next item related to the welfare fund, and there 
was no question that there was a welfare fund in existence, which was 

retty tightly controlled by the people mentioned, Mr. Doyle and 

Mr. Malone; is that not correct ? 

Mr. Frank. Yes, sir. I wouldn’t quarrel that the fund was im- 

proper and that it shouldn’t have been, but the evidence showed that 

Renee of criticism, Collector Smyth terminated it in 1948 sometime, 
and it was out of existence long before this letter was written. 

Mr. Byrnes. That is right. I think he acknowledges that that is 
the case as far as the allegation is concerned. 

The next item, I understand that the information developed, at 
least to this date, no substantial evidence that this allegation was 
correct ? 

Mr. Frank. Specifically, the proof is to the contrary, the way it 
is worded in the allegation. In other words, the individual named 
in there specifically denies that that ever transpired. But we weren't 
content to accept it as that, and we are going into an investigation 
of the attorney named in it. 

jut in this specific allegation it just isn’t so. 

Mr. Byrnes. As far as that particular attorney is concerned, you 
have his affidavit ? 

Mr. Frank. Yes, sir. 

Mr. Byrnes. Do you have that with you, by any chance? 

Mr. Frank. Yes, sir. I could get it and submit it to you. 

Mr. Byrnes. I would just like to take a look at it, Mr. Frank. 

So far as that is concerned, it is agreed that there was nothing in 
that allewation that could be substantiated at least to date? 

Mr. Frank. That is correct. 

Mr. Byrnes. The final allegation, Mr. Frank, I believe you testi- 
fied that you had checked cases where—— 

Mr. Frank. This particular deputy collector who had been men- 
tioned, and the special agent, and we reviewed those cases, and we did 
not find a thing improper at all. Prosecution had been recommended, 
and won, and that was proper. Fraud penalties had been recom- 
mended in another case, and it was proper. 
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Mr. Byrnes. In those cases where the fraud penalties were recom- 
mended, that was the thing that was left in doubt in my mind. Were 
they actually paid ¢ 

Mr. Franx. I don’t know, sir. We never in these cases follow 
up the action of the collector's office, because sometimes it is months 
and years afterward. 

For example, if the taxpayer protests, and it goes to the revenue 
agent conferee, and the technical staff and the Tax Court, it may be 
2 or 3 years afterward before the collector gets a warrant to collect, 
and we never try to follow up and see what happens on the collec- 
tions in these particular cases. 

The only time we do is where we believe that the assessment might be 
in jeopardy, and then we recommend a jeopardy assessment, but that 
is only in a small number of cases. Generally we saake the recom- 
mendation, and it is up to the other branches to BRR be actual de- 
termination and collection. 

Mr. Byrnes. I believe you said in one that criminal fraud action 
was recommended. 

Mr. Frank. Yes, sit 

Mr. Byrnes. Do you know whether that has ever been presented 
to the United States attorney ! 

Mr. Frank. | think I could tell you. The final report on the case 
was October 20, 1950, and it was approved for prosecution by the 
Intelligence Division, the regional counsel, our Penal Division in 
Washington, and it is now pending in the Department of Justice. 

Mr. Byrnes. That was October 1950? 

Mr. Frank. Yes, sir. 

Mr. Byrnes. That you sent it to Washington ? 

Mr. Frank. No, that was the date of the special agent’s final report. 

Mr. Byrnes. And it still is not back yet ¢ 

Mr. Frank. No,sir. 

Mr. Byrnes. Did you make any check as to the social relations hip 
between these individuals and the attorne ys and the personnel in the 
De ‘partme nt to date? 

Mr. frank. No, sir, but I think the implications are clear. One is 
a brothe and the othe sare closely associated politically. 

Mr. Byrnes. I did not notice that any were. 

Mr. Frank. Yes, sir. I think you will find it in the allegation. 
The name is not mentioned there, but it is mentioned all through the 
rest, that there 1s the family relationship there. So you would pre- 
sume that there was some connection. 

Mr. Byrnes. Have you traced down all the cases handled by the 
former deputy collector ¢ 

Mr. Frank. Yes, sir. Could I suggest, Mr. Byrnes, we took a great 
deal of pains to trv an d run down these things, and l submitted a 
1-page report which was based upon the individual reports of the 
agent who made the detailed investigation. I am sure your com- 
mittee has a copy of that. I think if you would read some of the 
details which I have not been able to give you because it is just too de- 
tailed, 1 think you will see that we have care ‘fully gone in and given 
consideration to each one of these ite ms, 

Mr. Byrnes. I realize that this type of thing is most difficult to 

heck or to prove out, even if accurate, as far as that is concerned. 

ey FRANK. Yes, sir. 
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Mr. Byrnes. But from your investigation, you were not able to 
uncover anything with substance in that allegation ? 

Mr. Frank. No, sir. 

Mr. Byrnes. That I think concludes the—— 

Mr. Frank. I had one thing you asked me for, Mr. Byrnes, and I 
didn’t have a chance to get it back to you. You asked me about the 
Yee’s, the position they held. 

Mr. Byrnes. Yes. 

Mr. Frank. I have the record here. The record shows that Anna 
L. Yee is a clerk in grade GS-2, and Eleanor Lee, her married name 
now, she is an addressing machine and graphotype operator, GS-3. 

Mr. Byrnes. Thank you, Mr. Frank. 

Mr. Kean. Mr. Frank, I was interested in one statement you made, 
and that was that you expect to continue to be busy as long as we have 
the present high tax rates. This, 1 suppose, is especially true since 
the tax rates have got so high that many people feel that perhaps they 
are unfair, and many people find that it pays to spend a large part 
of their time seeking methods to avoid taxes, rather than trying to 
make another honest dollar in which the Government would share. 

Do you feel that these very high tax rates now are one of the reasons 
for the fact that you are so busy ? 

Mr. Frank. I think it is sel f- evident that the higher taxes go the 
more incentive it is for people to evade them, and when they evade 
them, we are busy. 

I have no opinion as to whether they are fair or unfair. I just know 
that when tax rates are high, we do have more work. 

Mr. Kean. That is our responsibility as members of the Ways and 
Means Committee. We have to unhappily write these very high tax 
bills. 

Thank you very much, Mr. Frank. 

Mr. Frank. There was one point I wonder if I could mention, 
which came up in Mr. er testimony yesterday. 

Mr. Kean. Yes, si 

Mr. Frank. It was ame matter of the investigation of this bill of 
particulars, as to when I started. Mr. Davies was not clear, I don’t 
think, as to when we actually began investigation. 

The situation was this, that, when I arrived here on October 2, we 
were confronted with exactly the same thing that Mr. Davies was, 
that we had a grand jury investigating all chese charges, and we 
didn’t want to be in the position of interfering with them or * contact 
Ing the same witnesses. I also had a practi ical consideration there 
that if the grand jury had been in session since May and had been 
calling all these witnesses that there would be a transcript of their 
testimony and would save my agents a lot of time and trouble if we 
could get the transcript of that grand-jury testimony and review it 
and see where our investigation should head. In other words, where 
you are confronted with a large number of allegations and complaints, 
you try to localize it and pick out matters that would be productive 
to investigate. 

I took up with Mr. Winkle, the Assistant Commissioner, two 
things: Whether we should investigate those allegations in the Tobey 
letter, and two, whether it would be possible to get a transcript of the 
grand jury testimony to help us in our investigation. Mr. Winkle 
was here for about 2 weeks, and he was not able to get any determina- 
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tion from the grand jury at that point. He appeared before it, but 
we didn’t get the transcript, and we didn’t get any clearance as to 
whether we should investigate or not. But we of course had to go 
ahead with our investigation of these jacketed cases and the particular 
individuals, which we did, and we found it almost impossible to*in- 
vestigate those individuals without going into some of these charges. 

So we did, but in such a way that we would not openly conflict with 
the grand jury. It was not until November 8 when I was called before 
the grand jury that I had an opportunity to resolve it, and, without 
violating the secrecy of the grand jury as to what I testified or any- 
thing, I did obtain clearance from the grand jury on November 8 that 
we could go ahead and openly investigate any of the matters in the 
bill of particulars, which we did after that, and we also were advised 
that we would not get a transcript of the grand jury testimony. 

Mr. Byrnes. But up to that time you never received a request from 
either the grand jury or the United States attorney’s office to assist 
them in their examination and development of evidence? 

Mr. Franx. No, sir. All we had received was a request for our re- 
ports. That was the only thing we had received up until November 8. 
That is for my special squad, and of course we were only here from 
October 2 to November 8. 

Mr. Byrnes. Of course, in all this investigation of the so-called 
bill of particulars, vou never did get anything but a “boot” from the 
newspapers. 

Mr. Frank. No, sir. I got something directly from your committee. 
I mention that in my testimony here. 

Mr. Byrnes. I cannot understand the arm’s length at which the 
United States attorney's office and the special investigators that are 
sent in here to work on this thing actually worked. It seems to me 
that it would have been a very close association between yourself and 
the United States attorney ’s office and the grand jury, rather than 
everybody working more or less at arm’s length from each other, 
up unt il November 8, at least. 

Mr. Frank. Since November 8, 1 would Say that the association 
between the United States attorney’s office and the grand jury and 
myself has been very close. After that the grand jury made numerous 
requests for us to investigate, which we did as promptly as we could, 
and submitted it to them. 

Mr. Byrnes. But Mr. MeMillan testified that he immediately 
started bringing matters relating to the collector’s office before the 
grand jury, at least for the first time I believe around the first part of 
June. Between June and November 8 is quite a while for these three 
agencies, so to speak, to get together and start working on a common 
venture. 

Mr. Frank. I think perhaps the situation there—Mr. Davies testi- 
fied about that period—lI think the basis of the situation was that it 
was the Bureau of Internal Revenue that was under investigation, and 
I don’t think the grand jury trusted us or anybody connected with the 
Bureau. 

Mr. Byrnes. They do not have to trust you completely. I do not 
ever trust anybody like that completely either. But at least they 
might try to get what help they can from you. I find that Mr. Me- 
Grath does not see anything wrong with the Justice Department in- 
vestigating the Just ice Department. 
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Mr. Frank. That is what the Bureau was trying not to do. We 
were not trying to investigate ourselves and interfere with any outside 
investigation. I do have a letter here that was written by Forrest 5S. 
Hayden. I believe he was connected with your staff. It is addressed 
to Mr. Justin F. Winkle, the Assistant Commissioner of Internal 
Revenue, and says— 

Enclosed photostatic copies of papers turned over to me by Mr. Donald 
Schapiro, assistant general counsel of the King subcommittee, who requested 
that they be mailed to you in California. 

Mr. Byrnes. What is the date of that / 

Mr. Frank. October 5, 1951. In other words, Mr. Schapiro of 
your staff gave these photostats of the Tobey letter, and it is in letter 
form rather than the other form, to Mr. Forrest Hayden, and Mr. 
Hayden sent them out to Mr. Winkle and Mr. Winkle gave them to 
me. So I do have something besides this galley typed thing. But 
there appeared to be no substantial difference between them. 

Mr. Byrnes. I still cannot understand why they have to be sent by 
this committee to the Intelligence Unit in Washington and then back 
here when you have the grand jury operating here, and the United 
States attorney's office that had the bill of particulars. It seems to 
me a roundabout route to get information. 

Mr. Kean. Thank you very much, Mr. Frank. 

The committee will now adjourn until 3 o’clock this afternoon, and 
the witness will be the acting collector, Mr. Masarik. 

(Thereupon, at 1:15 p. m., a recess was taken until 3 p. m., the 
same clay.) 


AFTERNOON SESSION 


Mr. Kean (presiding). Mr. Masarik, come forward. Will you raise 
your right hand¢ Do you solemnly swear that the testimony you give 
will be the truth, the whole truth, and nothing but the truth, so help 
you God ¢ 


Mr. Masarix. I do. 


TESTIMONY OF CHARLES F. MASARIK, JR., ACTING COLLECTOR OF 
INTERNAL REVENUE, SAN FRANCISCO, CALIF. 


Mr. DeWixp. Mr. Masarik, what is your full name, please ? 

Mr. Masartk. Charles F. Masarik, .Ir. 

Mr. DeWinp. What is your position ? 

Mr M ASARLK. Acting collector of internal revenue, collector's oflice. 
San Francisco. 

Mr. DeWinv. That is a temporary assignment, is it ? 

Mr. Masarix. That is correct. 

Mr. DeWinp. What is your regular assignment ? 

Mr. Masarik. Assistant collector of internal revenue at Pitts- 
burgh, Pa. 

Mr. DeWinp. How long have you held that position ? 

Mr. Masanik. Six years, sir. 

Mr. DeWinp. Mr. Masarik, when were you assigned to the job of 
acting collector mn san Francisco / 

Mr. Masarix. On September 28, 1951. 
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Mr. DeWrnp. Mr. Masarik, I wonder if you would please in you 
own words summarize for the committee the situation that you found 
here, and in general the steps that you have taken since you assumed 
the position of acting collector. 

Mr. Masarik. Yes, sir. On September 28, when I assumed the 
duties as deputy collector in charge, originally, the first step that we 
undertook was to assign certain administrative officials to the positions 
of those individuals who were suspended by the Commissioner. These 
individuals had been selected as a result of conferences held by my self, 
Mr. Stikeleather, Mr. McKenney, and Mr. Blote, supervisors in this 
district. We had agreed that these particular individuals that we 
had placed into these positions were qualified to undertake and assume 
the duties of those who had been suspended. 

Shortly after that conference I instructed the men who had been 
placed into these positions to submit to me immediately a report on 
the condition of each division, subsection. and section of the office. 
On Monday morning, September 31, I believe it was Monday morn 
ing, anyway, I received a full detailed report from each one of these 
individuals who had been placed into these positions as to the work 
condition or work progress of each of the subsections. 

At that time we found that in the Wage and Excise Tax Division 
there were some 9,600 special claims which had been unprocessed. We 
had found that there were some 40,000 forms 11 and 11 (b) which had 
not been completely alphabetized and placed in their proper files. 

Mr. DeWinp. Are those warrants, Mr. Masarik ? 

Mr. Masarrk. No, sir, the forms 11 and 11 (b) are returns of special 
tax stamps purchased by taxpayers. 

We also found that we had numerous claims for abatements. I 
think there were something like 250 claims for abatements that had 
not been processed at the time. In addition to that, we found that the 
work in the File Section where the forms 941 are filed and alphabetized, 
that there was a backlog of some 30,000 of those types of forms. 

Mr. DeWinp. What are those forms? 

Mr. Masarik. They are tax returns for withholding and social 
security purpos es, Sr. 

We found that the procedure that had been in effect in that par- 
rigaan subsection was a rather cumbersome procedure and was going 
toeventu ne nee d an entire, so to speak, overhauling. 

In our Cashier’s Division, we found that particular division was 
on a fairly current basis. ‘The Personnel Division was in very good 
shape. The Disbursing Division was in very good shape. And in 
tion with our Income Tax Division, it was one of the worst 
divisions that we had at that time. 

Mr. DeWinp. Who had been the head of the Income Tax Division ? 
Mr. Masarrk. The head of the Income Tax Division was Mr. McCar 
thy. He was the chief, and Mr. Malone was his assistant. We found 

that the last action—— 

Mr. DeW rnp. Before you go on, to leave no inference that should 
not be left, Mr. McCarthy had been bypassed, had he not, in the 
conduct of that division ? 

Mr. Masarix. That is what was told to me by Mr. McCarthy him 
self, and the other members of the office staff at that time; yes, sir. 

We found that the last action that had been taken on the May list 
of accounts was the first notice in demand. In other words, that had 
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been the only notice that had been sent to the taxpayers that they owed 
a tax liability to the Government. We immediately proceeded, of 
course, to set up a procedure to expedite this work. In addition to 
that, we found that we had some 30,000 272 (f) cases unprocessed in 
the Audit Section. 

Mr. DeWinp. What does that mean ? 

Mr. Masarik. 272 (f) cases are those cases upon which errors were 
found on the tax returns, mathematical errors on the return, either 
increasing the liability or decreasing the liability. 

Mr. DeWrnb. How many of those were not processed ? 

Mr. Masartk. 30,000,sir. They were for the year 1949. 

There were also 14,862 amended returns for the year 1950 and 1949 
which had not been processed likewise. We had approximately 1,830 
day letters which were not written up in our typist pool. 

Mr. DeW inp. Those are letters offering a taxpayer an opportunity 
for a conference on proposed deficiency ¢ 

Mr. Masari. It is a proposed deficiency letter to be sent to the 
taxpayer; yes, sir. 

In addition to that, we found in our Audit Section that we had 
about 6,000 unanswered letters which the taxpayers had written to 
the office, many of them of course represented second and third letters, 
asking for certain data and information. 

Upon receiving these reports from these various accounting heads, 
we immediately proceeded to set up procedures and to break the so- 
called backlog of all this work. We set up about 47 typists imme- 
diately to get rid of the 30,000 272 (f) cases. We put on 32 auditors 
to dispose of the 14,000-some-odd amended returns, and we immedi- 
ately recruited additional personel from the various other subsections 
to send out second notices on the accounts which were only under a 
first notice and demand. 

The procedure is that a first notice is sent to a taxpayer, then a 
second notice is sent toa taxpayer. Realizing that we were up against 
a time element, I decided to forego the issuance of a second notice in 
demand and immediately restored the account after the first notice 
had been sent to a warrant for distraint and sent in to the Field Divi- 
sion for collection, asking the field to send their usual 5-day letters 
first to the taxpayer. In other words, it was another notice again 
in which the taxpayer was notified that he had this outstanding lia- 
bility, giving him an opportunity to satisfy it by remitting before 
the actual warrant would be given to a deputy to be served. 

We also found that the physical set-up of the office was very bad. 
While it can be appreciated that the building itself is one that is not 
an ideal set-up for a collector’s office. however. I found that the best 
use was not being made of the facilities that they had there. So asa 
result I had the General Services Administration take out the par- 
titions on the eleventh floor on the Leavenworth side, and entered also 
into an agreement WV ith them to take out the partitions out of the 
MeAllister side of the eleventh floor. The purpose of that was, of 
course, to enable us to eoordinate or get the particular divisions to- 
gether. 

For example, at the time I got here, the Income Tax Division was 
scattered from the sixth floor to the fourteenth floor. You would 
find part of the Income Tax Division on the sixth floor, you would 
find part on the eighth floor, you would find a part on the tenth floor 
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and a part on the fourteenth floor. As a result it kept the employees 
just hopping up and down on elevators. 

We had the Wage and Excise Tax Division between our fourth 
floor, part on the fifth floor, we had part on the ninth floor. We had 
our Addressograph Section over on the Tenth Street property, which 
is approximately three blocks away from the main office. This, of 
course, Was a very inefficient place to keep an addressograph section 
because the Addressograph Section is the heart of the Wage and Excise 
Tax Division. I immediately had the Addressograph Section moved 
into the second floor of the McAllister Building, and immediately 
we started to collate the various divisions and departments. 

We now have the Wage and Excise Tax Division on the fourth 
and fifth floors. We have the Central Accounts Section on the sixth 
and seventh floors, and we have the Income Tax Division on the 
eight, ninth, and tenth floors, and we have the Field Division on the 
eleventh and twelfth floors, and the Racket Squad on the fourteenth 
floor. The thirteenth floor was not touched for the reason that the 
Personnel, the Disbursing and Legal Sections maintained that par- 
ticular floor and there was no object in moving them. 

We established a Central Accounts Section in order to coordinate 
much of the work that had been between the Wage and Excise Tax 
Division and the Income Tax Division. The establishment of a Cen- 
tral Accounts Section will enable the office to proceed with the issuance 
of notices in demand, keep the accounts on a current basis. At the 
same time we established a Central Claims Section, whereby we are 
channeling all of our claims into this one section. This particular 
section now takes care of the claims of both the Income Tax Division, 
as well as the Wage and Excise Tax Division. 

I think that about covers the high lights, other than that I do want 
to say this: As of November 30, the office was about 90 percent on a 
current basis, and on December 15 the entire work of the office was in 
a complete current-basis status there. We had all of the accounts in 
perfect order. We had our 272 (f) cases disposed of. We had our 
amended returns worked through. We had our special claims proc- 
essed in our Wage and Excise Tax Division. 

Mr. Byrnes. You mean you did all that in a month and a half? 

Mr. Masarign. Yes, sir. 

Mr. Byrnes. They ought to give you a medal. 

Mr. Kean. You must have had a pretty good class of employees in 
the office here to be able to do that job so quickly. 

Mr. Masarik. I want to say this with reference to the employees 
in the collector's office there. It is my candid opinion, without reser- 
vation, that 98 percent of all of the employees in the collector's office 
here in San Francisco are hard working, honest, and conscientious 
employees. They have done a swell job as far as I am concerned. 
In fact, I think they have done an almost impossible job, which at 
the outset seemed like an impossible job. 

Mr. Kean. That is what I had hoped you would say. 

Mr. DeWinp. What you are saying, Mr. Masarik, is that the top 
echelon in the office was all that was wrong with it ? 

Mr. Masarik. Yes, sir; without question. I think that the basic 
trouble lay in the fact that the administrative officials, or the heads 
of the respective divisions, were not performing their duties, were lax 
in seeing that their duties were performed, and also were lax that 
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their particular divisions were properly administered. The thing 
that amuses me so much is that with all of the lack of proper super- 
vision from the top level, it is really amazing to me that the office was 
not in a worse condition than it was. I mean basically, from the 
standpoint of work. 

Mr. DeWinpv. When you took over, what situation did you find with 
respect to warrants on unpaid tax liabilities? 

Mr. Masartk. In connection with the warrants for distraint, we 
found that in our Field Division—and I forgot to remark on that 
particular division at the outset-—in making an examination and a 
check of the Field Division, we found first of all that the safeguard of 
remittances, that is the checks and money orders that were received 
in the office, were not properly safeguarded. We found that these 
particular remittances were permitted to remain on desks and tables 
after working hours. They were not put in safes or locked cabinets. 
We also found, of course, that there had been no effort upon the admin- 
istrative official of the Field Division to push the collection of the 
warrants for distraint. 

Mr. DeWrnp. Did vou find large amounts of taxes that could be 
promptly collected that had been allowed to slide? 

Mr. Masarrk. May I have the question again? 

Mr. DeWrnp. Did you find that there were large amounts of out- 
standing tax liabilities that could have been promptly collected? 

Mr. Masarix. I can only answer that question this way: I think 
that the over-all picture was that there was no concentrated drive 
being made by the deputy collectors in the collection of the outstand- 
ing liabilities. 

Mr. DeWinp. Were you able promptly to collect on many outstand- 
ing warrants ¢ 

Mr. Masarik. Yes, sir. We collected, for example, for the month 
of October—I want to refer to these figures here—for the month of 
October we collected $2,500,000. I am leaving off the odd cents and 
dollars. And for November we collected $3,042,829; for December 
we collected $3,200,000; and for the previous 3 months, which was 
July, August, and September—in July the collections in the field were 
$1,885,000; in August they were $1,675.416; and in September they 
were S1 8294 10, 

Mr. DeWinp. You just about doubled the rate of collection, then? 

Mr. Masartk. Yes, sir; a little better than that. There is another 
thing that we were very much concerned that we have taken, I would 
say—probably somebody could term it as being radical steps—in the 
way of collecting withholding taxes. At the time I came here the 
filing of the third quarter of withhold'ng taxes—I found that there 
were approximately 960 taxpayers who filed Forms 941 without any 
remittances. I immediately prepared a letter—— 

Mr. DeWinp. These are taxpayers that withheld taxes from their 
employees and then did not pay it? 

Mr. Masartx. That is correct, sir. I immediately prepared a form 
letter. short ly after the third quarter. I got in contact Ww ith the cashier 
and asked him to set. these particular ones aside. I immediately pre- 
pared a letter to each one of these taxpayers, giving them 5 days in 
which to remit, and called their attention to the provisions of the 
statute which require them to deposit receipts or pay the tax at the 
time of filing Form 941. 
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and a part on the fourteenth floor. As a result it kept the employees 
just hopping up and down on elevators. 

We had the Wage and Excise Tax Division between our fourth 
floor, part on the fifth floor, we had part on the ninth floor. We had 
our Addressograph Section over on the Tenth Street property, which 
is approximately three blocks away from the main office. This, of 
course, Was a very inefficient place to keep an addressograph section 
because the Addressograph Section is the heart of the Wage and Excise 
Tax Division. I immediately had the Addressograph Section moved 
into the second floor of the McAllister Building, and immediately 
we started to collate the various divisions and departments. 

We now have the Wage and Excise Tax Division on the fourth 
and fifth floors. We have the Central Accounts Section on the sixth 
and seventh floors, and we have the Income Tax Division on the 
eight, ninth, and tenth floors, and we have the Field Division on the 
eleventh and twelfth floors, and the Racket Squad on the fourteenth 
floor. The thirteenth floor was not touched for the reason that the 
Personnel, the Disbursing and Legal Sections maintained that par- 
ticular floor and there was no object i in moving them. 

We established a Central Accounts Section in order to coordinate 
much of the work that had been between the Wage and Excise Tax 
Division and the Income Tax Division. The establishment of a Cen- 
tral Accounts Section will enable the office to proceed with the issuance 
of notices in demand, keep the accounts on a current basis. At the 
same time we established a Central Claims Section, whereby we are 
channeling all of our claims into this one section. This particular 
section now takes care of the claims of both the Income Tax Division, 
as well as the Wage and Excise Tax Division. 

I think that about covers the high lights, other than that I do want 
to say this: As of November 30, the oflice was about 90 percent on a 
current basis, and on December 15 the entire work of the office was in 
a complete current-basis status there. We had all of the accounts in 
perfect order. We had our 272 (f) cases disposed of. We had our 
amended returns worked through. We had our special claims proc- 
essed in our Wage and Excise Tax Division. 

Mr. Byrnes. You mean you did all that in a month and a half? 

Mr. Masarik. Yes, sir. 

Mr. Byrnes. They ought to give you a medal. 

Mr. Kean. You must have had a pretty good class of employees in 
the office here to be able to do that job so quickly. 

Mr. Masarrk. I want to say this with reference to the employees 
in the collector's office there. It is my candid opinion, without reser- 
vation, that 98 percent of all of the employees in the collector's office 
here in San Francisco are hard working, honest, and conscientious 
employees. They have done a swell job as far as I am concerned. 
In fact, I think they have done an almost impossible job, which at 
the outset seemed like an impossible job. 

Mr. Kean. That is what I had hoped you would say. 

Mr. DeWinp. What you are saying, Mr. Masarik, is that the top 
echelon in the office was all that was wrong with it? 

Mr. Masarix. Yes, sir; without question. I think that the basic 
trouble lay in the fact that the administrative officials, or the heads 
of the respective divisions, were not performing their duties, were lax 
in seeing that their duties were performed, and also were lax that 
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their particular divisions were properly administered. The thing 
that amuses me so much is that with all of the lack of proper super- 
vision from the top level, it is really amazing to me that the office was 
not in a worse condition than it was. I mean basically, from the 
standpoint of work. 

Mr. DeWinp. When you took over, what situation did you find with 
respect to warrants on unpaid tax liabilities ? 

Mr. Masarrk. In connection with the warrants for distraint, we 
found that in our Field Division—and I forgot to remark on that 
particular division at the outset—in making an examination and a 
check of the Field Division, we found first of all that the safeguard of 
remittances, that is the checks and money orders that were received 
in the office, were not properly safeguarded. We found that these 
particular remittances were permitted to remain on desks and tables 
after working hours. They were not put in safes or locked cabinets. 
We also found, of course, that there had been no effort upon the admin- 
istrative official of the Field Division to push the collection of the 
warrants for distraint. 

Mr. DeWinp. Did you find large amounts of taxes that could be 
promptly collected that had been allowed to slide? 

Mr. Masarrk. May I have the question again ? 

Mr. DeWrnp. Did you find that there were large amounts of out- 
standing tax liabilities that could have been promptly collected? 

Mr. Masarix. I can only answer that question this way: I think 
that the over-all picture was that there was no concentrated drive 
being made by the deputy collectors in the collection of the outstand- 
ing liabilities. 

Mr. DeWrnpv. Were you able promptly to collect on many outstand- 
ing warrants ¢ 

Mr. Masarik. Yes, sir. We collected, for example, for the month 
of October rant to refer to these figures here—for the month of 
October we collected $2,500,000. I am leaving off the odd cents and 
dollars. And for November we collected $3,042,829; for December 
we collected $3,200,000; and for the previous 3 months, which was 
July, August, and September—in July the collections in the field were 
$1,885,000; in August they were $1,675.416; and in September they 
were $1,829,000. 

Mr. DeWrnp. You just about doubled the rate of collection, then? 

Mr. Masarix. Yes, sir; a little better than that. There is another 
thing that we were very much concerned that we have taken, I would 
say—probably somebody could term it as being radical steps—in the 
way of collecting withholding taxes. At the time I came here the 
filing of the third quarter of withholding taxes—I found that there 
were approximately 960 taxpayers who filed Forms 941 without any 
remittances. I immediately prepared a letter-—— 

Mr. DeWinp. These are taxpayers that withheld taxes from their 
employees and then did not pay it? 

Mr. Masarix. That is correct, sir. I immediately prepared a form 
letter, shortly after the third quarter. I got in contact with the cashier 
and asked him to set these particular ones aside. I immediately pre- 
pared a letter to each one of these taxpayers, giving them 5 days in 
which to remit, and called their attention to the provisions of the 
statute which require them to deposit receipts or pay the tax at the 
time of filing Form 941. 





an 








2660 INTERNAL REVENUE INVESTIGATION 


We sent this letter and asked for their remittance within 5 days; 
otherwise we would immediately issue a warrant for distraint, proceed 
with the collection, and also issue a lien. 

We were able to effect collection of 75 percent of those accounts by 
reason of sending of this letter. Shortly before the fourth-quarter 
returns, 941, were filed I sené out another letter to each one of these 
same taxpayers who had in the third quarter filed a 941 without the 
remittance and called their attention to the fact that in the third 
quarter they had filed their return without remittance, and that unless 
they would submit their fourth-quarter return with proper remittances 
thereon we would take that drastic action by the issuance of a warrant 
for distraint and a lien would be filed immediately against them. 

I have been notified by my cashier that the response to those par- 
ticular letters and the response to the submission of the 941’s has been 
overwhelming in the fourth quarter of 1951. There again, in my 
opinion, it was nothing more than laxity on the part of the proper 
officials in following through in notifying these taxpayers, who had 
withheld the withholding taxes and social-security taxes, by not notify- 
ing them of their obligations to turn this money over to the United 
States Government. 

Mr. Kean. You mean to say you think that these people did not 
know that they had to pay it? 

Mr. Masarix. No; I would not say that, sir. I am convinced that 
they know they should have turned it over, but they just didn’t turn 
it over. They were utilizing that money for some other purpose. 

Mr. Kean. They wanted to use the money that they had taken from 
their employees for their working capital. 

Mr. Masarik. I would say “Yes,” in all probability. 

Mr. Kean. Do you know of that being done very often in other 
places, and getting away with it? 

Mr. Masarrk. You mean the number of so-called no remittance 
returns being filed ? 

Mr. Kean. Yes: are there many in Pittsburg? 

Mr. Masarix. No, sir, there are very few in there, because 2 years 


ago we went into the procedure of assessing 100-percent penalty 
against those taxpayers who had been flagrant and continued to file 
their returns without remittance on them. 


Mr. Kean. That 100-percent penalty, is that something that the 
Bureau suggested / 

Mr. Masarik. It is a provision that the collector, of course, has the 
right to lmpose this 100 percent. 

Mr. Kran. He has the right, put does not have to? 

Mr. Masarrk. That is correct. That is his remedy, so to speak, 
in getting these taxpavers, if at all, to bring them to the point where 
they should be submitting remittances on a return. 

Mr. Kean. He could use his judgment and take care of real finan- 
cial difficulties he mav have ? 

Mr. Masarrk. Not in ease of withholding. 

Mr. Ke An. | do not think he should. 

Mr. Masarik. No. 

Mr. Kean. T! 
mol ey. 

Mr. MasartK. That is correct. 

Mr. Kean. That should never be used for such a purpose. 


; not the firm’s money: this is the taxpayer's 
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Mr. Masarikx. What I am trying to bring out is this, that the asser- 
tion of the 100-percent penalty is not mandatory on a collector to 
assert. He A proceed for immediate collection of that tax. He 
has that duty and responsibility to do it. 

Mr. Kean. He can use his judgment if the firm is in real financial 
difficulties; is that right? 

Mr. Masarrk. Not in the case of withholding. 

Mr. Kean. I do not think he should. 

Mr. Masarik. No. 

Mr. Kean. This is not the firm’s money; this is the taxpayer’s 
money. 

Mr. Masartik. That is correct, sir. 

Mr. Byrnes. The taxpayers just realize that nothing can be done 
about it, so let us use the money until they ask for it; is that right? 

Mr. Masarix. That is correct, sir. 

Mr. Byrnes. Once you started to ask for it you got overwhelming 
result ? 

Mr. Masarik. That is right. As I say, probably someone could 
term what we did as being somewhat drastic, but we felt that this was 
not funds belonging to the employer, they were taken out of the em- 
ployees’ pockets, so to speak, and the employer had no right to with- 
hold these funds. 

Mr. DeWrnp. I gather from what you say, Mr. Masarik, that you 
were able to fill these top jobs that became vacant after the suspen- 
sions in a satisfactory manner from people within the office ? 

Mr. Masarrk. Yes, sir. AsI said just a few minutes ago, between 
90 and 95 percent of the employees of the office are very conscientious 
and hard-working and competent employees. The p: irticular persons 
that we put into these respective jobs, like Mr. Baird, Mr. Lewis, and 
Mr. Bliss—of course, Mr. Nickell remained in his same position and 
Mr. Lukey was put in assistant chief of the Income Tax Division—and 
they are very competent men, very good men, and the men who work 
under their supervision are likewise very competent. It wasn’t a ques- 
tion that you didn’t have competent people there. There were com- 
petent men in the oflice there to be placed in these positions. 

Mr. DeWinp. Mr. Masarik, as a result of your experience here, have 
you formed any conclusions as to methods which should be employed 
to prevent the recurrence of this sort of situation ? 

Mr. Masarrk. Yes, sir. I believe that we now have procedures 
established. Each employee in every division, section, and subsection 
has written instructions on every procedure that we have put into effect 
We have established central accounts and central claims sections, which 
will no longer make it possible for anything to happen like the failure 
to issue the proper 2 2 (f) notices. 

I may state that the reason it was necessary to ask the respective 
heads of the div isions to issue mimeographed instructions to each and 
every employee was that we found that that was one of the basic 
troubles prior to that time. 

When mimeogr: ary would be issued by the Bureau and received in 
the oflice they would be turned over, as they should be, to the head 
of that division for proper distribution. The head of that particular 
division, in all these particular cases, in both the Income and Wage 
and Excise Tax divisions, had failed to make a proper distribution of 
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these mimeographs received from the Bureau or the circulars which 
outlined the procedures to be followed in the office, and as a result that 
~aused many of these divisions to be operating under procedures that 
were, so to speak, antiquated because the procedure had been modified 
possibly two or three times. 

There was nothing wrong being done, other than there was a lot of 
duplication and overlapping of work, and that was one of the contrib- 
uting factors why there had been a creation of backlog of work as a 
result. 

We feel now that we have proper procedures set up throughout the 
whole office. We have the proper men who are daily watching. In 
fact, we have requested Mr. McKenney, the supervisor in charge, to 
assign one of the men to the Income Tax Division to oversee for the 
time being to make sure that these procedures that we have set up are 
carried out in detail, not from the standpoint that any employee would 
refuse to carry them out, but just to see that they were being carried 
out and that they would receive proper instructions in carrying them 
out—that they would be properly instructed to do so. 

Mr. DeWinp. Mr. Masarik, Mr. McKenney, when he testified here, 
said that the supervisor’s job is all right if the collector wants to coop- 
erate, but if the collector and his top officials who enjoy his confidence 
do not wish to cooperate there is not much the supervisor can do 
about it. 

Mr. Masartk. That is correct, sir. 

Mr. DeWrnp. You think that is correct ? 

Mr. Masarrx. That is correct, sir. There isn’t any question in my 
mind about that, sir. 

Mr. DeWinp. Fundamentally what is the solution to dealing with 
that problem / 

Mr. Masarrk. The solution, of course, as I see it, and the problem, 
as I see it, of course, is that the collector and his supervisory force 
should at all times be open to any suggestions of the supervisor in 
charge of that particular division, and take any suggestions. And 
while it is possible that the supervisor’s suggestion may or may not 
be as good as the suggestion of some particular head, nevertheless 
either the collector or the head of a division should be receptive in 
taking the suggestion. 

I find, for example, in our Pittsburgh office that we have the best 
results in that way in the relationship with all of our supervisors, 
from the supervisor in charge all the way down. The collector has 
no hesitancy about accepting any recommendation of a supervisor and 
discussing it with myself and the chief office deputy, and other men in 
the office. 

Mr. Ki LN, You think they ought to welcome the suggestions from 
the supervisors / 

Mr. Masarix. Yes, sir. It has always been my contention that if 
you let the supervisor make the suggestion and you carry out his sug- 
gestion, if something goes wrong you can always point to him. In- 
stead of that, if you don’t take it, he is liable to point at you. 

Mr. DeWrnp. Is there any reason in your view, Mr. Masarik, why 
the collector should be in a position to ignore the supervisors if he 
wishes to? 

Mr. Masaritx. Would you repeat that, please ? 











INTERNAL REVENUE INVESTIGATION 2663 


Mr. DeWrnp. Is there any reason why the collector should be in a 
position where if he wishes to he can ignore the recommendations of the 
supervisors ¢ 

Mr. Masarrk. The only time that I could conceive of a collector not 
taking a recommendation of a supervisor would be if he found, after 
proper consultation with his particular subordinates, that the recom- 
mendation or suggestion of the supervisor might not work in his office. 
Other than that I can see no reason why he shouldn't. 

Mr. DeWrnp. You are assuming a collector of ability and good 
will? 

Mr. Masarik. Yes, sir. 

Mr. DeWrnp. But suppose you have a collector who has neither 
ability nor desire to carry either personnel recommendations or reor- 
anization recommendations of the supervisors? 

Mr. Masarix. Then you have a bad situation. 
Mr. DeWinp. That is about the situation that existed here; is that 
right ? 

Mr. Masarrk. Yes, sir; I would say that. 

Mr. DeWrnp. I am asking you, then, do you think the collector 
should continue to be in a position where he can create a bad situation 
if he does not wish to carry out his duties ? 

Mr. Masarrk. Would you repeat that again? 

Mr. DeWinp. Should this situation continue where—— 

Mr. Masartk. No, sir; it should not. 

Mr. DeWtinp. What could you do about it ? 

Mr. Masarik. I think the collector should adhere or take the recom- 
mendations of the supervisors. 

Mr. DeW1np. Specifically, the situation is that at the present time 
there is a political appointee. As Mr. McKenney says, you cannot 
properly enforce good administration on a collector. Do you agree 
that it is his independent status as a Presidential appointee that makes 
it difficult to work with a collector who is unruly ¢ 

Mr. Masarik. I think that is very true; yes, sir. I think that if the 
collector was a civil service appointee that the supervisor would be in a 
better position to deal with him. Of course, I know a number of col- 
lectors who I don’t think that would make too much difference, whether 
or not they would be civil service, because they are cooperating at the 
present time. 

Mr. DeWrnp. I did not mean to suggest that all political appointees 
were automatically not good collectors. 

Mr. Masarrk. I understand, sir. 

Mr. DeWrnp. But this committee has found a rather high rate of 
icidence of poor collectors— 

Mr. Masarik. Who are political appointees; ves. 

Mr. DeWinp. That is all, Mr. Chairman. 

Chairman Kine. Mr. Kean. 

Mr. Kean. Mr. Masarik, how long have you been in the service? 
Mr. Masarrk. A little over 19 years, sir. 

Mr. KEAN. You have been in Pittsburgh right along ? 

Mr. Masanrk. Yes, sir; all the time. 

Mr. Kean. You were originally appointed as a political appointee 
in the collector's office, and then went into civil service ¢ 

Mr. Masarix. That is correct, sir. I started as an auditor. 


oOo 
— 
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Mr. Byrnes. I would say this, Mr. Chairman, that I think Mr. 
Masarik is to be highly commended for the way he seized the difficult 
job here, and really showed an outstanding performance. 

Mr. Masartx. I thank you. 

Chairman Kine. Mr. Masarik, that coming from Mr. Byrnes would 
be doubled for me. 

Otf the record. 

(Discussion off the record.) 

Chairman Kine. I think it is fitting at this time to say when a con- 
gressional committee and an entourage such as we have go about 
through the country, it feels it is more or less in a helpless position, it 
needs the cooperation and the assistance of many who are not generally 
associated with the committee to make its work pleasant and its asso- 
ciations or its accommodations appropriate to its needs. And I think 
it would be well to have on the record and state publicly the apprecia- 
tion of the committee to quite a number of people in San Francisco., 

Of course, for the benefit of my colleagues, it is not unusual in the 
West to find a spirit such as we have long since felt was all our own, 
and particularly in San Francisco, that has been noted for its treat- 
ment of visitors and strangers. 

First of all, inasmuch as we did not know until arriving in San 
Francisco that we could have provided for us a courtroom, and par- 
ticular ly one suited to our needs, we cannot overlook the generosity 
of Judge Harris in making these quarters available to the committee. 

Marshal Roseen has just persisted in his queries of myself, at least, 
as to what, if anything, does the committee need to make its job here 
more pleasant. His worthy deputy, Mr. Kennedy, has again and again 
wanted to know what else could be done for any of the committee or 
its staff. 

And your name, too, Mr. Masarik, is high on the list, particularly 
with the staff, for the cooperation and kindness you have extended ; 
and also your assistant, Mr. Nickell. 

And you, too, Mr. Frank, if you are in the room. Some of us feel 
that we do not know how we could have gotten along without your 
knowledge of things and your willingness to help and assist in every 
way you could. 

And also Mr. Davies and Mr. Stikeleather and Revenue Agent-in- 
Charge Harless. Our thanks go to them, too. 

We cannot overlook the United States attorney, Mr. Tramutolo. 
He has assisted in many ways with the staff in making things more 
easy. 

And the Special Assistant to the Attorney General, Mr. Cunning- 
ham, we cannot overlook, and all the members of his and the United 
States attorney's staff. 


And I should not overlook the press. They are centlemen that are 
very often misunderstood, and we who have lived any length of time 
in official capacities in Washington soon have learned that they are 
ind spens ible. 1) ni associations ] can leave San h rancisco feel- 
ing that, as much as there have been situations which we would have 


liked to avoid, I cannot think of anything other than pleasantness 
as far as I am concerned, and I am sure I am speaking for the two 
members here upon the rostrum with me. Our associations with the 
press have been at all times pleasant and agreeable. 
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If I have missed anyone it is only because we have worked in a 
rather double-parked situation, perhaps, all the time we have been 
here. I think it has been well understood that from early morning 
until late at night we have had things associated with our work to do 
that have just sort of eliminated the possibilities of enjoying what 
San Francisco is noted for, and I am leaving with some regrets in that 
connection. 

And I cannot overlook the gentleman here with the ear muffs on. 
He and his assistant have been particularly cooperative, and more par- 
ticularly in sensing when something should be off the record without 
having a pad thrown at them, which happens in other localities. 

So with all of it I can say that personally, and I believe it would 
be supported by my two colleagues, it is regrettable that we did not 
have a duty in San Francisco more pleasant than the one we were 
obliged to enter into. 

With that I come to something more official, a statement that I 
helieve the press has been told I am obliged to make. 

Is there anything further, Mr. Counsel, before I get into that ? 

Mr. DeWrnp. No, sir. 

Chairman Kine. Today we are closing our present hearings in San 
Francisco. A final report embodying our conclusions regarding in- 
ternal-revenue administration here must wait until the committee has 
carefully studied the record of its public and executive sessions and 
the reports and materials prepared by its counsel and staff. Neverthe- 
less, there are certain general conclusions which are apparent and in- 
evitable. It appears appropriate for us to make some reference to 
these at the present time. The remarks I am about to make repre- 
sent the considered view of all members of the committee now present. 

The office of the collector of internal revenue in San Francisco 
prior to September 27, 1951, was badly administered. Control] of the 
office over a long period had fallen into the hands of a top echelon 
of political appointees whose chief failing was their gross incompe- 
tence. Their second, and also serious, failing, was a devotion to polit- 
ical interests which transcended their loyalty to the Revenue Service 
and caused them to engage in petty and sometimes criminal manipu- 
lations. In these they were encouraged and protected by the com- 
placency and indifference of an inept top administration in Wash- 
ington. Political and personal favoritism in the treatment of tax- 
payers and in the handling of personnel problems has been the result. 
The supervisors of accounts and collections, the former collectors of 
internal revenue and, to a lesser extent, the Intelligence Unit, must 
all share in the responsibility at the local level. The former Com 
missioners of Internal Revenue and the Treasury Department in 
Washington cannot escape their share of ultimate responsibility. 

It seems appropriate to make some general appraisal of the extent 
of corruption in the collector’s office here. Through a combination 
of circumstances the public appears to have received the impression 
that there has been far more criminal corruption than has existed. 
In fact, the corruption has involved relatively small losses to the 
Government. It has been small-scale. petty corruption. No charges 
of bribery or extortion have been made and there has been only one 
isolated case of embezzlement. This is not to Say that the situation 
here is to be condoned. On the contrary, it has brought the admin- 
istration of the Federal tax system in San Francisco into disrepute. 
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Something is required to be said about the manner in which the 
situation in the collector's office was brought to light. It is apparent 
that the inefficient, politically dictated administration of the collec- 
tor’s office has been well known for many years. It has been known 
to the persons responsible for dealing with such problems, both here 
and in Washington. Nevertheless, nothing was done about it by these 
people. The supervisors here apparently did not feel that they had 
suflicient power or sufficient support from Washington to justify risk- 
ing their careers in an effort to deal with the problem. In fact, their 
tentative efforts in that direction were officially discouraged. Given 
this situation, it was perhaps inevitable that the job of bringing the 
situation to light would be undertaken by persons who had more zeal 
than good judgment, more suspicions than facts, and who were more 
intent upon making charges than they were upon protecting reputa- 
tions that did not deserve to be attacked. Mr. O'Gara and Mr. 
Doolan can in good part share the credit for bringing the situation 
to public light. It is to their discredit that their conduct in some 
instances, and particularly in the case of Mr. O’Gara, was impetuous 
and ill advised. Responsibility for improper conduct is not to be 
entirely avoided by reference to good motives. We should also not 
ignore the responsibility of those who, by their compl: wency and 
inactivity, permitted the situation to fester for so long that it finally 
erupted in a more violent manner than was required. 

All conscientious citizens can be thankful that this condition has 
been exposed and is now being rapidly corrected. Even though the 
methods used to force it to light may not be entirely defensible, what 
has happened here in the last 9 months should serve as a warning 
that corruption and incompetence can never be hidden from public 
scrutiny. 

There is one bright side of the picture here that should be noted. 
I think it should be said that, in spite of a top leadership which fur- 
nished the worst type of example, the rank and file of the personnel 
in the collector's office have kept their heads and done a good honest 
job. This is certainly to their credit. 

Now the political group in control of the collector’s office has been 
removed ; the investigative group sent in here has found well-trained 
and capable people within the office itself to take on the responsibility 
of its administration. It is a source of encouragement and assurance 
that the people necessary to assume the leadership have been found 
within an office where the leadership has been so deficient. 

One further comment that relates directly to our hearings must be 
made. We have been troubled by the many very apparent conflicts 
in testimony as to factual situations. We are convinced that in many 
instances the testimony of witnesses may have been deliberately in- 
tended to mislead the committee. Although some conflicts may have 
resulted from the passions and vindictiveness that have been the 
aftermaths of the disclosures, rather than deliberate distortion, the 
record of these hearings will be serutinized for the purpose of as- 
certaining whether any witnesses appear to have been guilty of per- 
jury before this committee. If so appropriate action will be taken 
against them. 

Finally, we come to the matter of preventing the recurrence of sit- 
uations such as arose in San Francisco. There is nothing unique about 
what happened here. We have found fundamentally the same thing 
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from Boston to New York to Brooklyn to St. Louis to San Francisco. 
Everywhere the pattern has been the same. Political appointments 
to jobs requiring technical competence and high administrative ability 
simply will not work. Any taxing system, and particularly one such 
as we have now, where the burdens are heavy, creates constant temp- 
tations to corruption. The methods necessary to deal with this ever- 
present problem will not be aided or facilitated by imposing on top 
of it a major problem of divided loyalties. The President has pro- 
posed a reorganization plan which would eliminate political appoint- 
ments in the field service and lay the ground work for fundamental 
reforms which would discourage recurrences of the San Francisco type 
of situation. The President’s reorganization plan is not a panacea. 
It is an essential step toward restoring a justified public faith in our 
taxing system. It represents one of the constructive results of this 
committee’s long investigation. Its defeat would be a blow to the re- 
forms that we are urging. 

The committee’s hearings here have also provided us with informa- 
tion on which to base other and further recommendations for legisla- 
tive and administrative reforms. These will be the subject of the com- 
mittee’s work in Washington during the coming months in addition 
to its program for continued investigation and hearings. 

That completes the statement. If there is no further business the 
committee will adjourn. 

(Thereupon, at 4:25 p. m., the hearing was closed.) 


x 





